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Title  27 — Alcohol,  Tobacco  Products  and 
Firearms 

CHAPTER  I — BUREAU  OF  ALCOHOL,  TO¬ 
BACCO  AND  FIREARMS.  DEPARTMENT 

OF  THE  TREASURY 

[T.D.  ATF-40;  Reference  No,  305] 

LARGE  CIGAR 

Taxation;  Revision  of  Procedures 

On  December  3,  1976,  there  was  pub¬ 
lished  In  the  Federal  Register  (41  FR 
53055)  a  notice  of  proposed  rulemaking 
setting  forth  proposed  amendments  to 
the  above-captioned  regulations.  The 
purpose  of  the  amendments  is  to  revise 
procedures  relating  to  the  taxation  of 
large  cigars  (cigars  weighing  more  than 
three  pounds  per  thousand) .  The  amend¬ 
ments  are  required  by  section  2128  of 
Pub.  L.  94-455  (Tax  Reform  Act  of  1976) . 
which  was  approved  on  October  4,  1976. 
Section  2128  changed  the  basis  for  taxa¬ 
tion  of  large  cigars  from  seven  tax 
classes,  divided  according  to  retail  price, 
to  a  percentage  tax  based  on  the  whole¬ 
sale  price.  The  new  tax  rate  is  8^2  per¬ 
cent  of  the  wholesale  price,  with  a  maxi¬ 
mum  rate  of  $20  per  thousand  cigars. 

Interested  persons  have  been  afforded 
an  opportiuiity  to  participate  in  the 
making  of  these  amendments  by  sub¬ 
mission  of  views,  comments,  and  sugges¬ 
tions.  Due  consideration  has  been  given 
to  all  these  expressions  of  public  opinion. 
Some  suggestions  have  been  adopted; 
others  have  not.  The  reasons  for  the  Bu¬ 
reau’s  decisions  in  each  Instance  are 
discussed  below.  Except  as  specifically 
discussed  in  this  document,  the  amend¬ 
ments  as  adopted  are  the  same  as  those 
contained  in  the  notice. 

(1)  Editorial  changes.  The  statutory 
citation  following  §  275.81  has  been 
amended  to  conform  to  Federal  Register 
standards.  The  definitions  of  “ATF  offi¬ 
cer”,  “regional  regulatory  administra¬ 
tor”,  and  “region”,  have  been  modified 
where  they  appear  in  §§  270.11,  275.11, 
290.11,  295.11,  and  296.72  as  part  of  a 
program  to  standardize  these  definitions 
throughout  regulations  of  the  Bureau  of 
Alcohol,  Tobacco  and  Firearms.  Other 
minor  editorial  and  conforming  changes 
have  also  been  made. 

(2)  TSUSA  schedules.  The  proposals 
contained  a  definition  in  §  275.11  of 
“TSUS”  (Tariff  Schedules  of  the  United 
States) ,  but  the  U.S.  International  Trade 
Commission  has  informed  us  that  this 
should  be  “TSUSA”  (Tariff  Schedules  of 
the  United  States  Annotated).  Accord¬ 
ingly,  this  change  has  been  made.  Fur¬ 
thermore,  the  (Commission  indicated  that 
it  will  amend  these  schedules  to  add  new 
items  170.7225  through  170.7290,  corre¬ 
sponding  to  the  new  ATF  statistical 
classes  A  through  H.  This  will  remove 
the  necessity  of  providing  for  a  combina¬ 
tion,  under  certain  circumstances,  of 
classes  G  and  H,  in  §  297.37.  Section  275.- 
37  is  therefore  changed  to  reflect  this 
development. 

(3)  Determination  of  wholesale  price. 
A  number  of  comments  were  received, 
from  both  government  and  Industry,  re¬ 
garding  the  pr(^x>sed  rules  for  determi¬ 
nation  of  wholesale  price  in  SS  270.22  and 


275.39.  Some  minor  changes  have  been 
made  as  a  result  of  these  comments.  In 
paragraph  (a)  of  each  of  these  sections, 
the  next-to-last  sentence  is  re-worded 
for  improved  clarity.  In  paragraph  (f), 
the  second  sentence  is  made  into  a  sepa¬ 
rate  paragraph  (g)  entitled  “Removals 
for  sales  to  retailers  only”.  Paragraphs 
(g)  and  (h)  are  accordingly  re-numbered 
as  paragraphs  (h)  and  (i) . 

One  comment  from  industry,  relating 
to  the  paragraph  entitled  “Change  in 
wholesale  price”,  suggested  that  the 
wholesale  price  tax  base  should  not 
change  until  the  actual  effective  date  of 
the  price  change.  If  the  change  proposed 
by  this  comment  w'ere  to  be  adopted,  a 
manufacturer  or  importer  would  be  able 
to  remove  and  taxpay  a  large  quantity 
of  cigars  during  the  period  immediately 
preceding  an  intended  wholesale  price 
increase,  thereby  taking  advantage  of 
the  lower  tax  rate.  The  cigars  could  then 
be  sold  after  the  effective  date  of  the 
price  increase,  and  the  manufacturer  or 
importer  would  obtain  a  tax  advantage. 
Another  industry  suggestion  with  respect 
to  this  issue  proposed  that  the  tax  rate 
should  change  as  of  the  date  a  price 
change  is  announced,  with  an  exception 
for  cigars  “removed  to  a  distribution 
warehouse,  controlled  by  the  manufac¬ 
turer,  in  anticipation  of  the  change”. 
This  suggestion  avoids  some  difficulties 
of  the  other  suggestion  discussed  above, 
but  it  is  still  miacceptable  because  it 
w'ould  in  effect  permit  the  manufacturer 
to  unilaterally  determine  the  time  of 
change  in  tax  rate.  The  Bureau  believes 
that  the  intent  of  Pub.  L.  94-455  (and 
the  predecessor  statutory  provisions)  is 
that  large  cigars  be  taxed  on  the  basis 
of  the  taxable  price  at  which  they  will 
in  fact  be  sold,  to  the  best  of  the  tax¬ 
payer’s  ability  to  determine  or  predict 
that  price  at  the  time  of  the  taxable 
removal.  Under  the  regulations  as  pro¬ 
posed  and  adopted,  cigars  removed  even 
before  the  announcement  or.  effective 
date  of  an  intended  price  change,  which 
the  manufacturer  or  imix>rter  has  reason 
to  know  will  not  be  sold  to  retailers  imtil 
after  the  effective  date,  are  taxed  accord¬ 
ing  to  the  new  wholesale  price.  The 
Bureau  feels  that  the  rule  as  adopted  is 
in  harmony  with  the  intent  of  Congress 
and  adequately  protects  the  public  reve¬ 
nue  while  not  imposing  any  unusual  ad¬ 
ministrative  burden  on  the  taxpayer. 
Furthermore,  the  rule  as  adopted  is  pat¬ 
terned  after  Revenue  Ruling  69-470 
(Internal  Revenue  C^umulative  Bulletin 
1969-2,  274),  which  provided  a  similar 
rule  regarding  retail  price  changes  under 
the  former  system  of  taxation. 

Another  industry  comment  was  made 
that  the  rule  as  proposed  was  unclear 
and  therefore  “legally  defective  under  the 
‘void  for  vagueness’  doctrine”.  The  Bu¬ 
reau  disagrees  with  this  contention.  As 
mentioned  above,  a  basically  similar  rule 
has  been  in  effect  since  1969,  under 
Revenue  Ruling  69-470,  without  any 
known  difficulties  of  interpretation  by 
either  government  or  industry.  Never¬ 
theless,  in  the  interest  of  maximum 
public  understanding,  this  paragraph  has 
been  re-written  in  what  is  hinged  will  be 
perceived  as  clearer  language. 


(4*  Marks  on  packages.  Several  in¬ 
dustry  comments  objected  to  the  require¬ 
ment  that  wholesale  price  be  marked  on 
the  cigar  packages.  The  most  significant 
objection  was  that  the  cost  of  this  re¬ 
quirement  would  be  excessive  to  industry 
without  corresponding  benefits  to  the 
government.  The  Bureau  feels  that  more 
time  will  be  required  to  study  the  in¬ 
dustry  claims.  Consequently,  the  effective 
date  of  the  price  marking  requirements 
in  §§  270.214,  275.73, 290.186, 290.253,  and 
295i44  will  be  positioned  for  at  least  six 
months.  If  the  Bureau  decides,  after 
thorough  study,  to  make  these  require¬ 
ments  effective,  notification  in  the  Fed¬ 
eral  Register  will  be  published  at  least 
90  days  prior  to  the  effective  date.  In  the 
interim  period,  manufacturers  and  im¬ 
porters  will  be  permitted  to  use  up  exist¬ 
ing  stocks  of  packaging  materials  im¬ 
printed  with  the  previously  required  in¬ 
formation,  without  any  additional  pack¬ 
age  markings.  Consequently,  after  Feb¬ 
ruary  1,  1977,  and  until  further  notice, 
no  wholesale  price  information  will  be 
required  on  packages.  During  the  next 
three  or  four  months,  the  Bureau  will 
conduct  a  study  to  determine  what  prob¬ 
lems  are  experienced  without  such  pack¬ 
age  information,  and  the  relative  signifi¬ 
cance  of  the  problems  in  relation  to 
operational  problems  and  costs  of  in¬ 
cluding  wholesale  price  information  on 
the  packages.  Additional  input  from  in¬ 
terested  members  of  the  public  which 
would  be  useful  to  this  study  is  solicited. 
Because  a  notice  of  proposed  rulemaking 
has  already  been  published,  and  because 
the  present  document  in  effect  extends 
the  public  comment  period  with  respect 
to  this  subject,  no  additional  notice  of 
proposed  rulemaking  will  be  published 
unless  the  Bureau  decides  to  prc^se  re¬ 
quirements  that  are  substantially  differ¬ 
ent  frmn  those  published  in  the  notice  of 
December  3,  1976. 

(5)  Manufacturers’  records.  A  manu¬ 
facturer  of  cigars  commented  that,  be¬ 
cause  of  multiple  wholesale  prices,  the 
record  of  removals  subject  to  tax  set 
forth  in  §  270.183(e)  would  present  a  sig¬ 
nificant  burden  for  him.  He  stated  that 
many  of  his  sales  are  of  private  label 
cigars  to  retailers,  and  it  would  be  rela¬ 
tively  easy  for  him  to  calculate  the  total 
billing  price  for  each  day,  but  it  would 
not  be  so  easy  to  compute  the  number  of 
cigars  removed  at  each  wholesale  price. 
Part  of  this  complexity  he  attributes  to 
the  myriad  of  private  brand  cigars  and 
variations  he  produces.  Consequently,  he 
suggested  as  an  alternative  to  the  pro¬ 
posed  requirement  that  only  the  total 
wholesale  price  of  each  day’s  removals 
be  required  to  be  shown  in  the  record. 
The  Bureau  recognizes  that  record-keep¬ 
ing  under  the  new  system  of  taxation 
may  be  more  detailed  for  some  manu¬ 
facturers  because  there  will  be  more 
wholesale  prices  than  there  were  tax 
classes  imder  the  former  system.  How¬ 
ever,  it  is  not  felt  that  there  is  sufficient 
basis  at  present  for  a  major  change  in 
record-keeping  procedure  such  as  the 
one  proposed.  The  requirement  for  re¬ 
movals  to  be  shown  separately  by  whole¬ 
sale  price  is  expected  to  be  important  for 
auditing  purposes,  and  is  essential  if 
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statistics  in  the  proposed  form  are  to  be 
provided.  On  the  other  hand,  this  In¬ 
dustry  commit  does  call  attention  to 
a  possible  simplification  for  manufac¬ 
turers  which  should  receive  fmiher  con- 
sideraticm.  If  study  Indicates  that  a 
change  such  as  the  one  proposed  is  prac¬ 
tical  and  would  be  beneficial,  a  notice  of 
proposed  nilemaking  on  this  subject  may 
be  published  in  the  future.  Public  com¬ 
ments  which  would  be  helpful  in  this 
study,  are  solicited. 

Another  Industry  comment  pointed  out 
that  in  S  270.183  (e) ,  the  exception  to  per¬ 
mit  cigars  with  a  wholesale  price  of  more 
than  $235,294  pec  thousand  to  be  shown 
without  further  price  breakdown,  was 
omitted.  This  oniisslon  was  deliberate. 
The  purpose  of  requiring  exact  whole¬ 
sale  price  in  this  Instance  is  to  facilitate 
audit  of  records,  since  it  is  expected  that 
commercial  records  of  r^ovals  will  in¬ 
dicate  exact  wholesale  prices.  The  situa¬ 
tion  in  §  270.183(1)  is  different,  since  in 
that  case  package  markings  without  spe¬ 
cific  Information  for  wholesale  prices 
above  $235,294  per  thousand  may  be  ^e 
(xily  source  of  the  required  information. 
During  the  period  of  suspension  of  pack¬ 
age  maridng  requirements,  as  discussed 
above,  only  the  total  numl^r  of  tax  de¬ 
termined  large  cigars  need  be  shown  un- 
6ier  §270.183(1).  Section  270.183(i)  is 
amended-accordingly. 

(6)  Claims  by  manufacturers  and  im¬ 
porters.  Because  of  the  period  of  suspen- 
sl(m  of  package  marking  requirements, 
claims  by  manufacturers  and  Importers 
for  refund  or  credit  of  tax  on  large  cigars 
withdrawn  from  the  market  must  be  for 
the  lowest  tax  rate  on  that  brand  and 
size  of  cigar  established  during  the  rec¬ 
ord  retention  period  (three  to  four 
years),  unless  a  higher  amount  can  be 
clearly  demonstrated  by  specific  docu¬ 
mentation.  This  provision  will  cover  sit¬ 
uations  when  the  absence  of  package 
markings  Indicating  wholesale  price  may 
make  it  Impossible  to  determine  the  exact 
amount  to  be  refunded  or  credited.  Sec¬ 
tions  270.311,  275.170,  and  275.172  are 
amended  to  include  this  new  provision. 

(7)  Export  warehouses.  During  the 
period  of  suspension  of  package  mark¬ 
ing  requlr^ents.  the  records,  -  reports, 
and  inventories  under  §§  290.142. 290.143, 
and  290.147  need  mly  show  the  total 
number  of  large  cigars.  Wholesale  price 
need  not  be  shown,  since  the  absence  of 
packag  emarklngs  may  make  it  impossi¬ 
ble  to  determine  the  applicable  whole¬ 
sale  price.  Section  290.143  is  amend¬ 
ed  because  it  (xmtains  a  specific  refer- 
Oice  to  wholesale  price.  When  it  is  neces¬ 
sary  for  export  warehouse  proprietors 
to  establish  tax  liability  on  large  cigars, 
the  liability  will  be  at  the  maximum 
rate  of  $20  per  thousand  imless  a  lower 
tax  liability  can  be  clearly  demonstrated. 
This  provision  aiH>lics  to  completion  of 
Form  2150  and  to  establishment  (ff  tax 
liabilities  on  (Portages  and  losses.  Sec¬ 
tion  290.67  is  amended  to  include  this 


imder  the  proposed  §  275.39,  as  it  related 
to  llquidati<m  of  import  entries.  C<mse- 
quently,  sligdit  modificatimis  have  been 
made  in  §  275.39(1)  a$  adopted. 

(9)  Effective  date.  Several  industry 
commits  stressed  the  need  for  a  mini¬ 
mum  of  thirty  days  between  publication 
and  effective  date,  in  order  to  comply 
with  anticipated  package  marking  re- 
quirem^ts.  Since  these  package  marking 
requirements  are  being  suspended  for  at 
least  another  six  m(mths.  this  objection 
to  a  February  1  effective  date  is  no 
longer  relevant.  The  proposed  amend¬ 
ments  not  related  to  package  markings 
are  being  adopted  in  virtually  the  same 
form  as  published  in  the  Federal  Reg¬ 
ister  on  December  3,  1976.  All  interested 
parties  have  had  ccmstructive  notice  of 
the  amendments  since  that  time,  and 
the  Bureau  believes  that  most  interested 
persons  have  had  actual  notice.  Since 
the  amendments  are  necessary  to  im- 
plem^t  section  2128  of  Pub.  L.  94-455, 
which  permits  the  cigar  industry  to  take 
advantage  of  the  reduced  tax  rate  effec¬ 
tive  February  1,  1977,  it  is  foimd  that 
there  is  good  cause,  within  the  meaning 
of  5  UJS.C.  553(d)(3).  for  making  the 
amaided  regulatimis  effective  less  than 
thirty  days  frcxn  the  date  of  pubhcation. 
Accordingly,  these  regulations  shall  be¬ 
come  effective  on  February  1, 1977,  which 
is  the  effective  date  of  section  2128  of 
Pub.  L.  94-455. 

The  following  regulations  are  issued 
imder  the  authority  contained  in  28 
U.S.C.  7805  (68A  Stat.  917). 

PART  270— MANUFACTURE  OF  CIGARS 
AND  CIGARETTES 

Paragraph  A.  The  regulations  in  27 
CFR  Part  270  are  amended  as  follows: 

1.  Section  270.11  is  amended  (1)  to  re¬ 
flect  the  change  in  taxation  of  large  ci¬ 
gars.  (2)  to  improve  clarity,  and  (3)  to 
refiect  th^establishment  of  the  Bureau  of 
Alcx^ol,  Tobocco  and  Firearms.  Defini¬ 
tions  of  “whcdesale  price”,  “Assistant  Di- 
re^r  (Regulatory  Enforcement)  ”,  “re- 
gi<mal  regulatory  administrator”,  and 
“ATF  oflBcer”  are  added;  the  introduc¬ 
tory  language  is  re-worded;  the  defini- 
tkms  of  “Commissioner”  and  “regional 
commissioner”  are  deleted;  and  the  defi¬ 
nitions  of  “assistant  regional  ccmunis- 
sioner”,  “determined  or  determination”, 
“Director”,  “internal  revenue  oflBcer”, 
and  “region”  are  revised.  As  amended. 
§  270.11  reads  as  follows: 

§  270.11  Meaning  of  terms. 

When  used  In  this  part  and  in  forms 
prescribed  under  this  part,  the  following 
terms  shall  have  the  meanings  given  in 
this  section,  unless  the  context  clearly 
indicates  otherwise.  Words  in  the  plural 
form  shall  include  the  singular,  and  vice 
versa,  and  words  indicating  the  mascu¬ 
line  gender  shall  Include  the  feminine. 
The  terms  “includes”  and  “including”  do 
not  exclude  things  not  listed  which  are  in 
the  same  general  class. 


tions  imder  the  direction  and  supervi¬ 
sion  of,  the  Direotm:. 

Assistant  regional  commissioner.  A  re¬ 
gional  regulatory  administrator  as  de¬ 
fined  in  this  section. 

ATF  officer.  An  officer  of  the  Bureau  of 
Alcohol.  T(>bsu:co  and  PTrearms  (ATF) 
authorized  to  perform  any  function  re¬ 
lating  to  the  administration  or  enforce¬ 
ment  ot  this  part 

•  «  •  *  • 
Cigarette.  •  •  • 

Determined  or  determination.  When 
used  with  respect  to  the  tax  on  cigars 
and  cigarettes,  determined  or  determina¬ 
tion  means  that  the  quantity  and  kind 
(small  cigars,  large  cigars,  small  ciga¬ 
rettes,  large  cigarettes)  of  cigars  and  cig¬ 
arettes  and  wh<desale  price  of  large 
cigars  to  be  removed  subject  to  tax  have 
been  estaUished  as  prescribed  by  this 
part  so  that  the  tax  payable  with  respect 
thereto  may  be  csdculated. 

Director.  The  Director,  Bureau  of  Al¬ 
cohol.  Tobacco  and  Firearms,  Washing¬ 
ton,  D.C. 

A  •  *  «  • 

Internal  revenue  officer.  An  ATF  offi¬ 
cer  as  defined  In  this  section. 

•  •  •  •  » 

Region.  A  geographical  region  of  the 
Bureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms. 

Regional  regulatory  administrator. 
The  principal  regional  official  responsible 
for  administering  regulations  in  this  part. 

*  ♦  •  «  • 

Wholesale  price.  The  manufacturer’s 
or  importer’s  suggested  delivered  price 
at  which  the  cigars  are  to  be  sold  to  re¬ 
tailers,  inclusive  of  the  tax  imposed  by 
26  UJS.C.  chapter  52  or  section  7652,  but 
exclusive  of  any  State  or  local  taxes  im¬ 
posed  on  cigars  as  a  commodity,  and 
before  any  trade,  cash,  or  other  dis¬ 
counts,  or  any  promotion,  advertising, 
display,  or  similar  allowances.  Where  the 
manufacturer’s  or  importer’s  suggested 
delivered  price  to  retailers  is  not  ade¬ 
quately  supported  by  bona  fide  arm’s 
length  sales,  or  where  the  manufacturer 
or  importer  has  no  suggested  delivered 
price  to  reUdlers,  the  wholesale  price 
shall  be  the  price  for  which  cigars  of 
comparable  retail  price  are  sold  to  re¬ 
tailers  in  the  mdinary  course  of  trade  as 
determined  by  the  Assistant  Director 
(Regulatory  Enforcement),  as  provided 
in  §  270.22 (i). 

2.  Section  270.21  is  amended  to  reflect 
the  new  large  cigar  tax  rate  of  8V^  per¬ 
cent  of  the  wholesale  price,  which  re¬ 
places  the  old  system  of  tax  classes  based 
on  the  retail  price.  As  amended,  §  270.21 
reads  as  follows: 

§  270.21  Cigar  tax  rates. 

(a)  Present  rates.  Chi  cigars,  manu¬ 
factured  in  or  imported  into  the  United 
States,  the  following  taxes  are  imposed 
bylaw: 

(1)  Small  cigars.  75  cents  per  thou¬ 
sand. 


new  provision. 

(8)  Wholesale  price  of  imported  cigars. 
The  UB.  CTustoms  Service  pointed  out 
that  there  might  be  procedural  problems 


Assistant  Director  (.Regulatory  En¬ 
forcement).  The  Assistant  Director  tor 
regulatory  enforcement  activities  In  the 
Bureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms,  who  Is  responsible  to,  and  func- 


(2)  Large  dgars.  SVa  percent  of  the 
wholesale  price,  but  not  more  than  $20 
per  thousand. 
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Cigars  not  exempt  from  tax  under  26 
U.S.C.  chapter  52  and  the  provisions  of 
this  part  which  are  removed  but  not  in¬ 
tended  for  sale,  are  taxed  at  the  same 
rate  as  similar'  cigars  removed  for  sale. 

(b)  Previous  rates  for  large  cigars. 
Prior  to  February  1,  1977,  the  following 
tax  rates  were  in  effect  for  large  cigars: 

(1)  If  removed  to  retail  at  not  more 
than  2V2  cents  each,  $2.50  per  thousand; 

(2)  If  removed  to  retail  at  more  than 
2V2  cents  each  and  not  more  than  4  cents 
each,  $3  per  thousand: 

(3)  If  removed  to  retail  at  more  than 
4  cents  each  and  not  more  than  6  cents 
each,  $4  per  thousand; 

(4)  If  removed  to  retail  at  more  than 
6  cents  each  and  not  more  than  8  cents 
each,  $7  per  thousand; 

(5)  If  removed  to  retail  at  more  than 
8  cents  each  and  not  more  than  15  cents 
each,  $10  per  thousand; 

(6)  If  removed  to  retail  at  more  than 
15  cents  each  and  not  more  than  20  cents 
each,  $15  per  thousand;  and 

(7)  If  removed  to  retail  at  more  than 
20  cents  each,  $20  per  thousand. 

(Sec.  202.  Pub.  L.  86-869,  72  Stat.  1414,  as 
amended  by  sec.  2128,  Pub.  L.  94-465,  90  Stat. 
1921  (26  U.S.C.  5701).) 

3.  Section  270.22  is  completely  revised 
to  set  out  rules  for  properly  determining 
the  wholesale  price  of  large  cigars.  As  re¬ 
vised. 270.22  reads  as  follows: 

§  270.22  Determination  of  wholesale 
price  of  large  cigars. 

<a>  General  rule.  All  cigars  of  the 
same  brand,  size,  and  packaging  are 
taxed  at  the  same  rate  except  where 
otherwise  specifically  provided.  When  the 
manufacturer  establishes  a  suggested  de¬ 
livered  price  to  retailers  (wholesale 
price),  he  shall  do  so  according  to  the 
principles  in  the  definition  of  “wholesale 
price”  in  §  270.11  and  in  this  section. 
“Suggested  delivered  price”  is  the  price 
at  which  the  manufacturer  intends  for 
the  cigars  to  be  sold  to  retailers,  and 
based  on  which  the  manufacturer’s  price 
to  distributors  and  wholesalers  is  estab¬ 
lished  through  the  usual  trade  discount. 
The  price  at  which  a  cigar  is  in  fact 
usually  sold  to  retailers  in  transactions 
at  arm’s  length  from  the  manufacturer  is 
the  best  evidence  of  whether  the  manu¬ 
facturer’s  suggested  delivered  price  is 
properly  set.  'While  it  is  not  expected  that 
a  manufacturer  will  exercise  any  control 
over  the  prices  actually  paid  by  retailers 
in  transactions  with  indepaident  distrib¬ 
utors,  it  is  the  manufacturer’s  respon¬ 
sibility  to  exercise  reasonable  care  to  as- 
sme  that  his  suggested  price  to  retailers 
(wholesale  price)  used  as  the  basis  for 
tax  determination  is  consistent  with 
prices  actually  paid  by  retailers.  (Where 
there  is  no  suggested  delivered  price  ade¬ 
quately  supported  by  actual  sales  to  re¬ 
tailers,  see  paragraph  (i)  of  this  section) . 

(b)  Pricing  for  different  packaging.  If 
different  bona  fide  wholesale  prices  are 
applicable  to  different  types  of  packaging 
(e.g.,  boxes  of  25  and  boxes  of  59) ,  then 
the  cigars  in  each  type  of  packa^ng  are 
taxed  on  the  basis  of  their  respective 
wholesale  prices. 


(c)  Pricing  of  seconds.  If  some  of  an 
othei-wise  identical  cigar  brand  and  sl» 

(1)  Are  distinctive  from  other  such 
cigars  because  of  physical  imperfections, 

(2)  Are  offered  to  the  consumer  through 
clear  labeling  as  “in^rfects”,  “seconds”, 
“throw-outs",  or  a  c(»nparable  cmnmonly 
understood  term,  and  (3)  The  manufac- 
tiuer  has  a  separate  wholesale  price  for 
such  cigars,  then  they  are  taxed  on  the 
basis  of  this  separate  wholesale  price. 

(d)  Combination  packages.  If  a  manu¬ 
facturer  has  a  wholesale  price  for  a  com¬ 
bination  package  containing  cigars  of 
different  sizes,  the  cigars  are  taxed  based 
on  that  combination  wholesale  price.  If 
there  is  no  wholesale  price  for  the  com¬ 
bination,  th^  the  cigars  are  taxed  based 
on  their  individual  wholesale  prices. 

(e)  Promotional  pricing.  Sp^ial  pro¬ 
motional  pricing  arrangements,  whether 
applicable  to  all  or  only  a  part  of  remov¬ 
als,  do  not  alter  the  taxable  wholesale 
price  of  large  cigars.  For  the  purposes  of 
applying  this  rule,  any  temporary  reduc¬ 
tion  in  price  is  presmned  to  be  for  pro¬ 
motional  purposes. 

(f)  Removals  for  another  person.  If  a 
manufacturer  makes  taxable  removals  of 
a  brand  and  size  of  cigar  only  for  distri¬ 
bution  by  others  who  establish  the  sug¬ 
gested  delivered  price  to  retailers  (whole¬ 
sale  price) ,  then  the  tax  is  based  on  such 
wholesale  price  irrespective  of  the  fact 
that  it  is  not  directly  established  by  the 
manufacturer  making  the  taxable  re¬ 
movals. 

(g)  Removals  for  sale  to  retailers  only. 
If  a  manufacturer  makes  taxable  remov¬ 
als  of  a  brand  and  size  of  cigars  for  arm’s 
length  sales  to  retailers  only,  the  tax  is 
based  on  the  manufacturer’s  selling  price, 
applying  the  principles  of  inclusion  and 
exclusion  contained  in  the  definition  of 
“wholesale  price”  in  §  270.11. 

(h)  Change  in  wholesale  price.  When 
a  manufacturer  decides  to  change  the 
wholesale  price  of  a  brand  and  size  of 
large  cigars,  there  may  be  some  of  these 
cigars  which  were  removed  before  the 
price  change  decision  and  were  tax  deter¬ 
mined  on  the  basis  of  the  old  wholesale 
price,  which  in  fact  are  later  sold  to  re¬ 
tailers  imder  the  new  wholesale  price.  In 
this  situation,  the  cigars  will  be  consid¬ 
ered  to  have  be«i  properly  tax  deter¬ 
mined,  unless  at  the  time  of  ranoval  the 
manufacturer  had  reason  to  believe  that 
the  cigars  would  be  sold  under  the  new 
wholesale  price,  ccMisidering  all  informa¬ 
tion  which  was  or  should  have  been 
available  to  him.  After  the  price  change 
decision,  cigars  may  properly  be  removed 
and  tax  determined  on  the  basis  of  the 
old  wholesale  price  if  the  manufacturer 
has  reason  to  know,  at  the  time  of  re¬ 
moval,  that  they  will  be  sold  to  retailers 
before  the  new  wholesale  price  is  effec¬ 
tive.  Conversely,  cigars  removed  after  a 
price  change  decision  which  can  reason¬ 
ably  be  expected  to  be  sold  to  retailers 
under  the  new  wholesale  price  must  be 
tax  determined  on  the  basis  of  the  new 
wholesale  price,  even  if  the  removal  takes 
place  before  the  new  wholesale  price  is 
announced  or  becomes  effective.  A  price 
change  decisicm  is  held  to  be  made  at  the 
earliest  time  during  the  price  c^nge 


considerations  when  it  might  reasonably 
be  concluded  that  the  decision  to  change 
the  price  had  in  fact  been  reached. 

(i)  Determination  of  wholesale  price 
by  Assistant  Director  (.Regulatory  En¬ 
forcement).  The  Assistant  Director 
(Regulatory  Enforcement)  will  deter¬ 
mine  the  wholesale  price  for  tax  pur¬ 
poses  where  the  manufacturer  has  no 
suggested  delivered  price  to  retailers  as 
contemplated  by  the  definition  of 
“wholesale  price”  in  §  270.11  and  as  dis¬ 
cussed  in  paragraph  (a)  of  this  section. 
Listings  of  such  wholesale  prices  and 
their  comparable  retail  prices  will  be 
published  as  necessary  in  the  official  Bul¬ 
letin  of  the  Bureau  of  Alcohol,  Tobacco 
and  Firearms  for  use  by  manufacturers 
in  properly  determining  the  tax  on  re¬ 
movals  of  large  cigars  for  which  there  is 
no  suggested  delivered  price  to  retailers. 
If  a  manufacturer  has  cigars  which  are 
not  covered  by  the  existing  published 
listing,  and  for  which  he  has  no  sug¬ 
gested  delivered  price  to  retailers,  the 
manufacturer  shall  submit  a  written  re¬ 
quest  to  the  Assistant  Director  (Regula¬ 
tory  Enforcement)  for  a  determination 
of  the  wholesale  price  applicable  to  such 
cigars  for  tax  purposes.  If  any  of  these 
cigars  are  remov^  before  such  deter¬ 
mination,  the  manufacturer  shall  ascer¬ 
tain  the  wholesale  price  to  the  best  of 
his  ability  based  on  the  prices  which  are 
included  in  the  published  listing  and 
other  pertinent  information  available  to 
him,  and  shall  use  that  price  for  calcu¬ 
lation  and  payment  of  the  tax  and  for 
other  tax  purposes  under  this  part,  pend¬ 
ing  the  determination  by  the  Assistant 
Director  (Regulatory  Enforennent) .  If 
the  wholesale  price  used  by  the  manu¬ 
facturer  for  tax  payment  differs  from 
that  subsequently  determined  by  the  As¬ 
sistant  Director  (Regulatory  Enforce¬ 
ment)  to  be  the  wholesale  price  for  tax 
piu-poses,  then  the  manufacturer  shall 
make  an  adjustment  in  his  tax  return 
to  correct  the  amoimt  of  tax  paid.  Any 
tax  adjustment  shall  be  made  on  the  re¬ 
turn  covering  the  date  on  which  notifi¬ 
cation  of  the  wholesale  price  determina¬ 
tion  was  received  from  the  Assistant  Di¬ 
rector  (Regulatory  Enforcement). 

4.  Section  270.162  is  amended  to  show 
that  the  tax  on  large  cigars  is  now  based 
on  the  wholesale  price  rather  than  the 
tax  class,  with  a  maximum  tax  of  $20 
per  thousand  on  cigars  with  a  wholesale 
price  of  more  than  $235,294  per  thou¬ 
sand.  A  change  in  terminology  is  also 
made  which  refiects  the  establishment  of 
the  Bureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms.  The  amended  portions  of  S  170.162 
read  as  follows; 

§  270.162  S<‘iiiiiiioiilhly  tux  return. 

(a)  Requirement  for  filing.  Every 
manufacturer  of  tobacco  products  shall 
file,  for  each  of  his  factories,  a  s«ni- 
monthly  tax  return  on  Form  3071,  in 
triplicate,  with  the  district  director  of 
the  internal  revenue  district  in  which 
the  factory  is  located,  for  each  return 
period,  including  any  period  during 
which  a  manufacturer  begins  or  discon¬ 
tinues  business.  He  shall  file  the  return 
at  the  time  specified  in  $  270.165  regard- 


FEDEftAL  KGISTEt,  VOL.  42,  NO.  17 — WEDNESDAY,  JANUARY  26,  1977 


RULES  AND  REGULATIONS 


5001 


less  of  whether  cigars  or  cigarettes  are 
removed  or  whe&er  tax  ia  due  for  that 
particular  rettim  period.  However,  where 
the  manufactiirer  requests  by  letter,  in 
duplicate,  and  the  regional  regulatory 
administrator  grants  specific  authoriza¬ 
tion,  the  msmufacturer  need  not  during 
the  term  of  such  authorization  file  a  tax 
return  for  any  period  for  which  tax  is  not 
due  or  payable.  The  manufacturer  shall 
retain  the  receipted  copy  of  each  tax  re¬ 
turn  transmitt^  to  him  by  the  district 
director. 

(b)  Information  to  be  included.  The 
manufacturer  shall  show  on  the  return 

(1)  His  employer  identification  number, 

(2)  The  numbers  of  small  cigarettes, 
large  cigarettes,  and  small  cigars  re¬ 
moved  subject  to  tax  during  the  return 
period,  (3)  The  number  and  the  total 
wholesale  price  of  all  large  cigars  with 
a  wholesale  price  of  not  more  than 
$235,294  per  thousand  which  were  re¬ 
moved  subject  to  tax  during  the  return 
period,  (4)  The  niunber  of  large  cigars 
with  a  wholesale  price  of  more  than 
$235,294  per  Uioiisand  which  were  re¬ 
moved  subject  to  tax  during  the  return 
period,  and  (5)  The  tax  due.  The  manu¬ 
facturer  shall  serially  number  each  re¬ 
turn  on  Form  3071,  commencing  with 
the  number  “1”  on  the  first  return  filed 
In  any  calendar  year,  and  shall  make  a 
written  declaration  that  the  return  is 
made  under  penalties  of  perjury. 

•  *  *  •  • 

(Sec.  202,  Pub.  L.  85-869,  72  Stat.  1417  (26 
UJ3.C.  6703);  sec.  2128(e),  Pub.  L.  94r-465,  90 
Stat.  1921  (26  UJ5.C.  6741).) 

5.  Section  270.183  Is  amended  to  re¬ 
quire  that  large  cigars  be  recorded  by 
wholesale  price  rather  than  by  the  for¬ 
mer  tax  classes,  and  to  provide  a  break¬ 
down  of  products  removed  for  "export 
purposes”  to  show  the  respective  quan¬ 
tities  removed  for  export  directly  from 
the  factory  and  transferred  to  export 
warehouses.  During  the  suspension  of 
package  marking  requirements,  only  the 
total  number  of  large  cigars  on  which 
the  tax  has  been  determined  need  be 
shown.  As  amended,  §  270.183  reads  as 
follows: 

§  270.183  Record  of  cigars  and  riga- 
retles. 

The  record  of  a  manufacturer  of  to¬ 
bacco  products  shall  show  the  date  and 
total  quantity  of  all  cigars  and  ciga¬ 
rettes,  by  kind  (small  cigars — ^large  ci¬ 
gars;  small  cigarettes — ^large  cigarettes) ; 

(a)  Manufactured; 

(b)  Received  in  bond  by — 

(1)  Transfer  from  other  factories, 

(2)  Release  from  c\istoms  custody,  «md 

(3)  Transfer  from  export  warehouses; 

(c)  Received  by  return  to  bond; 

(d)  Disclosed  as  an  overage  by  inventory; 

(e)  Removed  subject  to  tax  (by  wholesale 
price  for  large  cigars) ; 

(f)  Removed,  in  bond,  for — 

(1)  E:q>ort, 

(2)  Transfer  to  export  warehouses, 

(3)  Transfer  to  other  factories, 

(4)  Use  of  the  United  States, 

(5)  Kxpwlmental  purposes  off  factory 
premises; 


(g)  Otherwise  disposed  of,  without  deter¬ 
mination  of  tax,  by — 

(!)  Consumption  by  employees  on  factory 
preialses. 

(2)  Consumption  by  employees  off  factory 
premises,  together  with  the  number  of  em¬ 
ployees  to  whom  furnished. 

(3)  Use  for  experimental  purposes  on  fac¬ 
tory  premises, 

(4)  Loss. 

(5)  Destruction,  and 

(6)  Reduction  to  tobacco; 

(h)  Disclosed  as  a  shortage  by  inventory; 
and 

(i)  On  which  the  tax  has  been  determined 
(by  wholesale  price  for  large  cigars,  except 
that  those  over  $235294  per  thousand  may 
optionally  be  shown  as  if  the  wholesale  price 
were  $236  per  thousand)  and  which  are — 

(1)  Received.  aiKl 

(2)  Disposed  of. 

However,  due  to  the  suspension  of  re¬ 
quirements  for  wholesale  price  to  be 
shown  on  packages  of  large  cigars  (see 
1270.214(d)),  the  record  under  para¬ 
graph  (i)  of  Uiis  section  relating  to  large 
cigars  on  which  the  tax  has  been  deter¬ 
mined  need  only  show  the  total  num¬ 
ber  of  these  cigars,  imtil  notification  in 
the  Federal  Re<hster. 

(Sec.  2128(c).  Pub.  L.  94-455.  90  Stat.  1921 
(26  US.C.  6741).) 

6.  Section  270.184  is  amended  to  re¬ 
quire  the  records  supporting  removals 
of  large  cigars  subject  to  tax  to  show 
the  wholesale  price,  rather  than  the  ts^ 
class  under  the  former  system  of  taxa¬ 
tion.  As  amended.  §  270.184  reads  as 
follows: 

§  270.184  Record  in  support  of  remov¬ 
als  subject  to  tax. 

Every  manufacturer  of  tobacco  prod¬ 
ucts  shall  keep  a  supporting  record  of 
cigars  and  cigarettes  removed  from  his 
factory  subject  to  tax  and  shall  make 
entries  in  the  record  at  the  time  of  re¬ 
moval.  The  suppK>rting  record  ^all  show, 
with  respect  to  each  removal,  the  date 
of  removal,  the  name  and  address  of 
the  person  to  whom  shipped  or  delivered, 
and  the  kind  and  quantity  of  cigars  or 
cigarettes  removed.  In  the  case  of  large 
cigars  the  wholesale  price  shall  also  be 
shown,  except  that  if  the  price  is  more 
than  $235,294  per  thousand,  an  indica¬ 
tion  in  the  supporting  record  to  that 
effect  will  suffice.  Where  the  cigars  or 
cigarettes  are  delivered  within  the  fac¬ 
tory  directly  to  the  consumer,  the  name 
and  address  of  the  person  to  whom  de¬ 
livered  need  not  be  shown.  Where  the 
manufacturer  keeps,  at  the  factory, 
copies  of  invoices  or  other  commercial 
records  containing  the  information  re¬ 
quired  as  to  each  removal,  in  such  man¬ 
ner  that  the  information  may  be  readily 
ascertained  therefrom,  such  copies  will 
be  considered  the  supporting  record  re"^ 
quired  by  this  section.  Such  invoices  or 
other  commercial  records  which  do  not 
show  specifically  the  tax  classification 
of  cigars  or  cigarettes  (including  whole¬ 
sale  price  of  large  cigars)  will  be  ac¬ 
ceptable  if  they  contain  adequate  infor¬ 
mation  to  readily  enable  an  ATF  offi¬ 
cer  to  ascertain  the  applicable  tax. 

(Sec.  2138(c).  Pub.  L.  94r-455,  90  Stat.  1921 
(26  U5.C.  5741).) 


7.  A  new  §  270.187  is  added  to  require 
that  manufacturers  keep  records  of  the 
wholesale  prices  of  large  cigars.  The  new 
§  270.187  reads  as  fo^ws: 

§  270.187  Record  of  large  cigar  h hole- 
sale  prices. 

Every  manufacturer  of  tobacco  prod¬ 
ucts  who  removes  large  cigars  from  his 
factory  shall  ke^  the  records  required 
by  this  section. 

(a)  Basic  record  of  wholesale  prices. 
The  manufacturer  shall  keep  a  record  to 
show  each  wholesale  price  (suggested  de¬ 
livered  price  to  retailers  or  wholesale 
price  as  determined  by  the  Assistant  Di¬ 
rector  (Regulatory  Enforcement)  under 
§  270.22(h) ),  which  is  applicable  to  large 
cigars  removed.  No  later  than  the  tenth 
business  day  in  January  of  each  year 
the  manufacturer  shall  prepare  such  a 
record  to  show  the  wholesale  price  in 
effect  on  the  first  day  of  that  year  for 
each  brand  and  size  of  his  large  cigars. 
However,  fw  the  year  1977  the  record 
shall  be  prepared  no  later  than  the  tenth 
business  day  in  February,  to  show  the 
prices  in  effect  as  of  February  1,  1977. 
The  manxifacturer  Shall  thereafter  en¬ 
ter  in  the  record  the  wholesale  price  and 
its  effective  date  for  any  large  cigar  re¬ 
moved  which  was  not  previously  entered 
in  the  record,  and  any  change  in  a  price 
from  that  shown  in  the  record,  within 
ten  business  days  after  such  removal  or 
change  in  price.  The  record  shall  be  a 
continuing  one  for  each  brand  and  size 
of  cigar  (and  tjq^e  of  packaging,  if  per¬ 
tinent)  ,  so  that  the  taxable  price  on  any 
date  'may  be  readily  ascertained. 

(b)  Copies  of  price  announcements. 
The  manufacturer  shall  retain  a  c(H>y  of 
each  general  announcement  which  he 
issues  within  his  organization  or  to  the 
trade  about  establishment  or  change  of 
large  cigar  wholesale  prices.  If  the  copy 
does  not  show  the  actual  date  when  is¬ 
sued  it  shall  be  annotated  to  show  that 
information,  and  it  shall  also  be  anno¬ 
tated  to  show  the  date  (m  which  a  cc^y 
was  submitted  to  the  Assistant  Director 
(Regulatory  Enforcement)  in  accord¬ 
ance  with  §  270.202(b) . 

8.  The  existing  material  in  §  270.202 
is  designated  as  paragraph  (a),  and  a 
new  paragraph  (b)  is  added  to  require 
reports  concerning  wholesale  prices  of 
large  cigars.  As  revised,  §-270.202  reads 
as  follows: 

§  270.202  Reports. 

(a)  Monthly  report.  *  •  * 

(b)  Report  of  wholesale  prices  for 
large  cigars.  Every  manufacturer  of  to¬ 
bacco  products  who  removes  large  cigars 
from  his  factory,  and  who  issues  an- 

,  nouncements  such  as  those  described  in 
this  paragraph,  shall  make  a  report  of 
each  establishment  or  change  of  whole¬ 
sale  price  (suggested  delivered  price  to 
retailers)  for  large  cigars.  The  report 
shall  consist  of  a  copy  of  each  general 
announcement  that  the  manufacturer 
issues  within  his  organization  or  to  the 
trade  about  establishment  or  changes  of 
wholesale  prices.  Only  one  copy  of  an 
announcement  need  be  submitted  even 
if  it  relates  to  cigars  removed  subject  to 
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tax  from  more  than  one  factory.  If  this 
copy  does  not  show  the  actual  <^te  when 
the  announcement  was  Issued,  or  Identify 
the  factory  or  factories  from  which  re¬ 
movals  of  the  cigars  covered  by  the  an¬ 
nouncement  are  made,  then  the  copy 
shall  be  annotated  to  show  this  infor¬ 
mation.  The  factory  or  factories  shall 
be  identified  either  by  permit  number(s) 
or  by  name,  city  and  state.  If  an  intra- 
organization^  announcement  involves 
a  forthcoming  price  change  or  new  prod¬ 
uct  which  at  the  time  of  issuance  is 
to  remain  confidential  until  a  later  date, 
the  manufacturer  may  include  a  state¬ 
ment  to  this  effect  on  the  copy  submitted. 
The  copy  shall  be  submitted  to  the  As¬ 
sistant  Director  (Regulatory  Enforce¬ 
ment)  ,  Attn;  Industry  Control  Division, 
Bureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms,  Washington,  D.C.  20226,  within 
five  business  days  after  the  day  issued. 

(Sec.  202,  Pub.  L.  85-859,  72  Stat.  1422  (26 
U.S.C.  5722).) 

9.  A  new  §  270,203  is  added  to  provide 
statistical  classes  of  large  cigars,  based 
on  wholesale  prices,  which  will  replace 
the  fonner  tax  classes  based  on  retail 
prices.  New  §  270.203  reads  as  follows: 

§  270.20.3  Statistical  rlassiflcatioii  «»f 
larj^e  cigars. 

Large  cigars  are  divided  into  eight 
classes  for  statistical  purposes,  accord¬ 
ing  to  the  wholesale  price.  The  eight 
classes  are  as  follows: 

(a)  Class  A.  large  cigars  with  a  whole¬ 
sale  price  of  not  more  than  $33.00  per 
thousand. 

(b)  Class  B.  large  cigars  with  a  whole¬ 
sale  price  of  more  than  $33.00  per 

thousand  but  not  more  than  $51.00  per 
thousand. 

(c)  Class  C.  large  cigars  with  a  whole¬ 
sale  price  of  more  than  $51.00  per 

thousand  but  not  more  than  $66.00  per 
thousand. 

(d)  Class  D.  large  cigars  with  a  whole¬ 
sale  price  of  more  than  $66.00  per 

thousand  but  not  more  than  $105.00  per 
thousand. 

(e)  Class  E.  large  cigars  with  a  whole¬ 
sale  price  of  more  than  $105.00  per 

thousand  but  not  more  than  $120.00  per 
thousand. 

(f )  Class  F.  large  cigars  with  a  whole¬ 
sale  price  of  more  than  $120.00  per 

thousand  but  not  more  than  $154.00  per 
thousand. 

(g)  Class  G.  Large  cigars  with  a 
wholesale  price  of  more  than  $154.00  per 
thousand  but.  not  more  than  $235,294 
per  thousand,  and 

(h)  Class  H.  Large  cigars  with  a 
wholesale  price  of  more  than  $235,294 
per  thousand. 

10.  Section  270.214  is  revised  to  include 
requirements  that  packages  of  large  ci¬ 
gars  show  information  relating  to  whole¬ 
sale  price.  However,  application  of  these 
new  requirements  for  large  cigars  is  sus¬ 
pended  pending  finther  notification  in 
the  Federal  Register.  Other  require¬ 
ments  of  this  section,  not  related  to 
wholesale  price  markings,  are  effective 
as  of  the  effective  date  of  this  document. 
As  amended,  S  270.214  reads  as  follows: 


§  270.214  Notice  for  cigars. 

(a)  General  requirement.  Every  pack¬ 
age  of  cigars  shall,  before  removal  sub¬ 
ject  to  tax,  have  adequately  imprinted 
thereon,  or  on  a  label  securely  .affixed 
thereto,  the  designation  “cigars”,  the 
quantity  of  such  product  contained 
therein,  and  the  classification  of  the 
product  for  tax  purposes,  l.e.,  for  small 
cigars,  either  “small”  or  “little”,  and  for 
large  cigars,  the  wholesale  price. 

(b)  Expression  of  wholesale  price.  The 
price  to  be  shown  is  the  wholesale  price 
for  each  thousand  cigars,  except  that  for 
cigars  with  a  wholesale  price  of  more 
than  $235,294  per  thousand  the  whole¬ 
sale  price  may  be  either  specifically  ex¬ 
pressed  or  expressed  as  if  it  were  $236 
per  thousand.  Such  price  shall  be  ex¬ 
pressed  either  in  arable  numerals  or  ac¬ 
cording  to  the  code:  A=l,  B=2,  <r=3, 
D.==4,  E  -5,  F-=6,  G=7,  H=8,  J=9,  K=-0; 
and  in  either  case  shall  be  preceded  by 
the  identifying  letters  “MP”.  If  the 
wholesale  price  is  in  even  dollars  then  no 
decimal  or  cents  information  need  be 
shown.  Thus,  for  a  cigar  with  a  wholesale 
price  of  $80.00  per  thousand  the  whole¬ 
sale  price  would  be  expressed  as  “MP80” 
or  as  “MPHK”;  for  a  cigar  with  a  whole¬ 
sale  price  of  $65.20  per  thousand,  the 
wholesale  price  would  be  expressed  as 
“MP65.20”  or  as  “MPFE.BK”;  and  for  a 
cigar  with  a  wholesale  price  for  $450 
per  thousand,  the  wholesale  price  would 
be  expressed  as  either  “MP450,” 
“MPDEK”,  “MP236”.  or  “MPBCF”. 

(c)  Packages  with  cigars  of  more  than 
one  price.  If  a  combination  package  in¬ 
cludes  large  cigars  of  more  than  one 
wholesale  price  and  they  are  taxable  on 
the  basis  of  the  individual  wholesale 
prices  of  the  cigars  and  not  on  the  basis 
of  an  established  wholesale  price  for  the 
combination  package  (see  §  270.22(d)), 
the  numbers  of  cigars  at  each  whole¬ 
sale  price  and  a  brief  description  of  those 
cigars  shall  be  shown  with  the  applicable 
wholesale  price  information.  For  ex¬ 
ample,  if  a  package  contained  30  Blunts 
with  a  wholesale  price  of  $80  per  thou¬ 
sand  and  20  Panatelas  with  a  wholesale 
price  of  $100  per  thousand,  the 
wholesale  price  would  be  shown  as  “30 
Blunts — MP80,  20  Panatelas — MPlOO”, 
or  “30  Blunts — MPHK,  20  Panatelas — 
MPAKK”. 

(d)  Application  of  wholesale  price 
regulations.  The  application  of  regula¬ 
tions  in  this  section  relating  to  the  im¬ 
printing,  on  packages  of  large  cigars,  of 
information  relating  to  wholesale  price 
is  suspended  until  notification  in  the 
Federal  Register.  This  notificatiem  shall 
be  published  in  the  Federal  Register 
not  less  than  90  days  prior  to  the  date 
when  the  wholesale  price  marking  regu¬ 
lations  shall  begin  to  apply. 

(Sec.  202,  Pub.  L.  85-896,  72  Stat.  1422  (26 
U.S.C.  5723).) 

10a.  Section  270.311  is  amended  to  in¬ 
dicate  that  during  the  suspension  of 
package  marking  requirements  (see 
§  270.214(d)).  the  schedule  of  products 
on  Form  3069,  as  well  as  claims  filed  (m 
the  basis  of  this  schedule,  must  ;^ow 
large  cigars  at  the  lowest  wholesale 


price  for  that  brand  and  size  of  cigar 
established  during  the  record  retention 
period,  unless  a  higher  amount  can  be 
clearly  demonstrated  by  specific  docu¬ 
mentation.  The  existing  material  is 
designated  as  paragraph  (a),  and  the 
new  material  is  contained  in  a  new 
paragraph  (b) .  As  amend^,  §  270.311(b) 
reads  as  follows: 

§270.311  Action  by  claimant. 

(a)  *  •  * 

(b)  After  February  1,  1977,  Informa¬ 
tion  on  large  cigar  packages  will  not 
adequately  evidence  the  amoimt  of  tax 
paid  on  the  contents,  because  of  the  sus¬ 
pension  of  package  notice  requirements 
as  provided  in  §  270.214(d),  and  because 
packages  indicati^  the  former  tax 
classes  may  continue  to  be  removed 
without'  alteration.  Consequently,  refimd 
or  credit  of  tax  on  large  cigars  with¬ 
drawn  from  the  market  after  February 
1,  1977,  will  be  limited  to  the  minimum 
amoimt  applicable  to  that  brand  and 
size  of  cigar  during  the  required  record 
retention  period  (see  §  270.185)  except 
where  the  manufacturer  establishes  that 
a  greater  amount  was  actually  paid.  For 
each  claim  involving  large  cigars  with¬ 
drawn  from  the  market  the  manufac¬ 
turer  shall  include  a  certification  on 
either  ATF  Form  3069,  ATF  Form  2635, 
or  IRS  Form  843,  to  read  as  follows: 
“The  amounts  claimed  relating  to  large 
cigars  are  based  on  the  lowest  wholesale 
prices  applicable  to  such  cigars  during 
the  required  record  retention  period,  ex¬ 
cept  where  specific  documentation  is 
submitted  with  the  claim  to  establish 
that  any  greater  amount  of  tax  claimed 
was  actually  paid.” 

(Sec.  202,  Pub.  Ii.  85-859,  72  Stat.  1419,  as 
amended  (26  U.S.C.  6705).) 


PART  275— IMPORTATION  OF  CIGARS. 

CIGARETTES,  AND  CIGARETTE  PAPERS 

AND  TUBES 

Par.  B.  The  regulations  in  27  CFR  Part 
275  are  amended  as  follows; 

1.  Section  275.11  is  amended  (1)  to  re¬ 
flect  the  change  in  taxation  of  large 
cigars,  (2)  to  improve  clarity,  and  (3)  to 
reflect  changes  in  Customs  Service 
organization  and  the  establishment  of 
the  Bureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms.  Definitions  of  “wholesale  price’’, 
“Assistant  Director  (Regulatory  Enforce¬ 
ment)”,  “ATF  officer”,  “Chief,  Puerto 
Rico  Operations”,  “regional  regulatory 
administrator”,  and  “TSUSA”  are  added ; 
the  introductory  language  is  re-worded; 
and  the  definitions  of  “assistant  regional 
commissioner”,  “collector  of  customs”, 
“computation  or  computed”,  “determina¬ 
tion  or  determined”,  “internal  revenue 
officer”,  and  “regional  director”  are 
modified.  As  amended,  §275.11  reads  as 
follows : 

§275.11  Meaning  of  terms. 

When  used  in  this  part  and  in  forms 
prescribed  under  this  part,  the  fcdlowing 
terms  shall  have  the  meanings  givoi  In 
this  section,  unless  the  context  clearly 
indicates  otherwise.  Words  in  the  idural 
form  shall  include  the  singular,  and  vice 
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versa,  and  words  indicating  the  mascu¬ 
line  gender  shall  Include  the  feminine. 
The  terms  “includes”  and  “including”  do 
not  exclude  things  not  listed  which  are 
in  the  same  generid  class. 

Assistant  Director  (.Regulatory  En¬ 
forcement).  The  Assistant  Director  for 
regulatory  enforcement  activities  in  the 
Bureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms,  who  is  responsible  to,  and  func¬ 
tions  under  the  direction  and  .supervision 
of,  the  Director. 

Assistant  regional  commissioner.  A  re¬ 
gional  regulatory  administrator  as  de¬ 
fined  in  this  section. 

ATF  officer.  An  officer  of  the  Bureau 
of  Alcohol,  Tobacco  and  Firearms  (ATF) 
authorized  to  perform  any  f\uicti(m  re¬ 
lating  to  the  administration  or  enforce¬ 
ment  of  this  part. 

•  •  •  •  ♦ 

Chief,  Puerto  Rico  Operations.  The 
primary  representative  in  Puerto  Rico  of 
the  Bureau  of  Alcohol,  Tobacco  and 
Firearms. 

*  a  «  *  * 

Collector  of  customs.  A  district  direc¬ 
tor  of  customs  as  defined  in  this  section. 

Computation  or  computed.  When  used 
with  respect  to  the  tax  on  cigars  and 
cigarettes  of  Puerto  Rican  manufacture, 
computation  or  computed  shall  mean 
that  the  bonded  manufacturer  has  as¬ 
certained  the  quantity  and  kind  (small 
cigars,  large  cigs^,  small  cigarettes, 
large'cigarettes)  of  cigars  and  cigarettes 
and  wholesale  price  of  large  cigars  being 
shipped  to  the  United  States;  that  the 
payment,  in  Puerto  Rico,  of  the  tax  on 
such  products  is  to  be  deferred  under 
Subpart  O  of  this  part;  that  the  tax  im¬ 
posed  on  such  products  by  26  U.S.C. 
7652(a)  has  been  calculated,  that  the 
bonded  manufacturer  has  executed  an 
agreement  to  pay  the  internal  revenue 
tax  which  will  become  due  with  respect 
to  such  products,  as  provided  in  this  part ; 
and  that  an  ATF  officer  has  verified  and 
executed  a  certification  of  such  calcula¬ 
tion. 

Determined  or  determination.  When 
used  with  respect  to  the  internal  reve¬ 
nue  tax  on  cigars,  cigarettes,  and  ciga¬ 
rette  papers  and  tubes,  determined  or 
determination  shall  mean  that  the 
quantity  and  kind  (small  cigars,  large 
cigars,  ^all  cigarettes,  large  cigarettes) 
of  cigars  and  cigarettes  and  wholesale 
price  of  large  cigars,  or  the  number  of 
books  or  sets  of  cigarette  papers  of  each 
different  numerical  content,  or  the  num¬ 
ber  of  cigarette  tubes,  to  be  removed 
subject  to  internal  revenue  tax,  has  been 
established  as  prescribed  by  this  part  so 
that  the  internal  revenue  tax  payable 
with  respect  thereto  may  be  calculated. 
•  «  •  •  • 

Internal  revenue  officer.  An  ATP  offi¬ 
cer  as  defined  in  this  section. 

•  •  •  «  • 

Region.  A  geographical  region  of  the 
Bureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms. 

Regional  director.  A  regional  regula¬ 
tory  administrator  as  defined  in  this 
section. 


Regional  regulatory  administrator. 
The  principal  regional  official  responsi¬ 
ble  for  admini.stering  regulations  in  this 
part. 

#  «  •  •  4 

TSUSA.  The  Tariff  Schedules  of  the 
United  States  Annotated,  as  published  by 
the  United  States  International  Trade 
Commission. 

4  4  ♦  4  « 

Wholesale  price.  The  manufacturer's 
or  importer’s  suggested  delivered  price 
at  which  the  cigars  are  to  be  sold  to  re¬ 
tailers,  inclusive  of  the  tax  imposed  by 
26  UB.C.  chapter  52  or  section  7652,  but 
exclusive  of  any  State  or  local  taxes  im¬ 
posed  on  cigars  as  a  commodity,  and  be¬ 
fore  any  trade,  cash,  or  other  discounts, 
or  any  promotion,  advertising,  display, 
or  similar  allowances.  Where  the  manu¬ 
facturer’s  or  importer’s  suggested  de¬ 
livered  price  to  retailers  is  not  adequately 
supported  by  bona  fide  arm’s  length 
sales,  or  where  the  manufacturer  or  im¬ 
porter  has  no  suggested  delivered  price 
to  retailers,  the  wholesale  price  shs^  be 
the  price  for  which  cigars  of  comparable 
retail  price  are  sold  to  retailers  in  the 
ordinary  course  of  trade  as  determined 
by  the  Assistant  Director  (Regulatory 
Enforcement)  under  §  275.39(1) . 

2.  Section  275.31  is  amended  to  refiect 
the  new  tax  rate  on  large  cigars,  which 
is  8  Vis  percent  of  the  wholesale  price.  The 
old  system  of  tax  classes  has  been 
changed  by  statute.  As  amended, 

§  275.31  reads  as  follows: 

§  27.>..3l  Cigars. 

(a)  Present  rates.  On  cigars  imported 
or  brought  into  the  United  States,  the 
following  internal  revenue  taxes  are  im¬ 
posed  by  law: 

(1)  Small  cigars.  75  cents  per  thou¬ 
sand. 

(2)  Large  cigars.  8V2  percent  of  the 
wholesale  price,  but  not  more  than  $20 
per  thousand. 

Cigars  not  exempt  from  tax  under  this 
part  which  are  removed  but  not  intended 
for  sale  are  taxed  at  the  same  rate  as 
similar  cigars  removed  for  sale. 

(b)  Previous  rates  for  large  cigars. 
Prior  to  February  1,  1977,  the  following 
tax  rates  were  in  effect  for  large  cigars: 

(1)  If  removed  to  retail  at  not  more 
than  2 Hi  cents  each,  $2.50  per  thousand; 

(2)  If  removed  to  retail  at  more  than 
2  >/i2  cents  each  and  not  more  than  4  cents 
each,  $3  per  thousand; 

(3)  If  removed  to  retail  at  more  than 
4  cents  each  and  not  more  than  6  cents 
each,  $4  per  thousand; 

(4)  If  removed  to  retail  at  more  than 
6  cents  each  and  not  more  than  8  cents 
each,  $7  per  thousand; 

(5) , If  removed  to  retail  at  more  than 
8  cents  each  and  not  more  than  15  cents 
each.  $10  per  thousand; 

(6)  If  removed  to  retail  at  more  than 
15  cents  each  and  not  more  than  20  cents 
each,  $15  per  thousand;  and 

(7)  If  removed  to  retail  at  more  than 
20  cents  each,  $20  per  thousand. 

(SaA  Stat.  907,  as  amended  (2S  UA.C.  7662); 
sec.  202,  Pub.  L.  86-859,  72  Stat  1414,  as 


amended  by  sec.  2128,  Pub.  L.  94  456.  90  Stat 
1921  (26  U.S.C.  5701).) 

3.  Section  275.37  is  revised  to  provide 
statistical  classes  of  large  cigars,  based 
on  wholesale  prices,  which  will  replace 
the  former  tax  claves  based  on  retail 
prices.  Also,  the  center  heading  above 
§  275.37  is  modified  to  refiect  the  change 
from  tax  classes  to  statistical  classes.  As 
amended,  the  center  heading  and  §  275  37 
read  as  follows: 

C?LASSiriCATION  OF  LARGE  CIGAH.S  AND 

Cigarettes 

§  275.37  Statistical  class!  li  cat  ion  «»f 

large  cigars. 

Large  cigars  are  divided  into  eight 
classes  for  statistical  purposes,  accord¬ 
ing  to  the  wholesale  price.  The  eight 
classes  are  os  f  (ffiows : 

(a)  Class  A.  Large  cigars  with  a  wh(dc- 
sale  price  of  not  more  tlian  $33.00  per 
thousand, 

(b)  Class  B.  Large  cigars  with  a  whole¬ 
sale  price  of  more  than  $33.00  per 

thousand  but  not  more  than  $51.00  per 
thousand, 

(c)  Class  C.  Large  cigars  with  a  whole¬ 
sale  price  of  more  than  $51.00  per 

thousand  but  not  more  than  $66.00  per 
thousand, 

(d)  Class  D.  Large  cigars  with  a  whole¬ 
sale  price  of  more  than  $66.00  per 

thousand  but  not  more  than  $105.00  per 
thousand, 

(e)  Class  E.  Large  cigars  with  a  whole¬ 
sale  price  of  more  than  $105.00  per 

thousand  but  not  more  than  $120.00  per 
thousand, 

(f )  Class  F.  Large  cigars  with  a  whole¬ 
sale  price  of  more  than  $120.00  per 

thousand  but  not  more  than  $154.00  per 
thousand, 

(g)  Class  G.  Large  cigars  with  a  whole¬ 
sale  price  of  more  than  $154.00  per  thou¬ 
sand  but  not  more  than  $235,294  per 
thousand,  and 

<h)  Class  H.  Large  cigars  with  a  whole¬ 
sale  price  of  more  than  $235,294  per 
thousand. 

4.  A  new  §  275.39  is  added  to  set  out 
rules  for  properly  determining  the  whole¬ 
sale  price  of  large  cigars.  New  5  275.39 
reads  as  follows: 

§  27.>.39  Deterntinatiun  of  »»liol«‘»alr 
priro  of  large  eigars. 

1  a)  General  rale.  All  cigars  of  the  same 
brand,  size,  and  packaging  are  taxed  at 
the  same  rate  except  where  otherwise 
specifically  provided.  When  the  importer 
establishes  a  suggested  delivered  price  to 
retailers  (wholesale  price),  he  shall  do 
so  according  to  the  principles  in  the  defi¬ 
nition  of  “wholesale  price”  in  S  275.11 
and  in  this  section.  "Suggested  delivered 
price”  is  the  price  at  which  the  importer 
intends  for  the  cigars  to  be  sold  to  re¬ 
tailers  and  based  on  which  the  importer’s 
price  to  distributors  and  wholesalers  is 
established  through  the  usual  trade  dis¬ 
count.  The  price  at  which  a  cigar  is  in 
fact  usually  sold  to  retailers  in  transac¬ 
tions  at  arm’s  length  from  the  importer 
is  the  best  evidence  of  whether  the  im¬ 
porter’s  suggested  delivered  price  is  pr<v- 
erly  set.  While  it  is  not  expected  that  an 
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importer  will  exercise  any  control  over 
the  prices  actually  paid  by  retailers  in 
transactions  with  independent  distribu¬ 
tors,  it  is  the  importer’s  responsibility  to 
exercise  reasonsijle  care  to  assure  that 
his  suggested  price  to  retailers  (whole¬ 
sale  price)  used  as  the  basis  for  tax  de¬ 
termination  Is  consistent  with  prices 
actually  paid  by  retailers.  (Where  there 
is  no  suggested  delivered  price  adequately 
supported  by  actual  sales  to  retailers,  see 
paragraph  (i)  of  this  section.) 

(b)  Pricing  for  different  packaging.  If 
different  wholesale  prices  are  applicable 
to  different  types  of  packaging  (e.g., 
boxes  of  25  and  boxes  of  50),  then  the 
cigars  in  each  type  of  packaging  are 
taxed  on  the  basis  of  their  respective 
wholesale  prices. 

(c)  Pricing  of  seconds.  If  some  of  an 
otherwise  identical  cigar  brand  and  size 

(1)  Are  distinctive  from  other  such 
cigars  because  of  physical  imperfections, 

(2)  Are  offered  to  the  consiuner  through 
clear  labeling  as  “imperfects”,  “sec¬ 
onds”,  “throw-outs”,  or  a  comparable 
commonly  understood  term,  and  (3)  The 
importer  has  a  separate  wholesale  price 
for  such  cigars:  then  they  are  tax^  on 
the  basis  of  this  separate  wholesale 
price. 

(d)  Combination  packages.  If  an  im¬ 
porter  has  a  whcrfesale  price  for  a  com¬ 
bination  package  containing  cigars  of 
different  sizes,  the  cigars  are  taxed  based 
on  that  combination  wholesale  price.  If 
there  is  no  wholesale  price  for  the  com¬ 
bination,  th«i  the  cigars  are  taxed  based 
on  their  individual  whcffesale  prices. 

(e)  Promotional  pricing,  l^iecial  pro¬ 
motional  pricing  arrangements,  whether 
applicable  to  all  or  only  a  part  of  remov¬ 
als,  do  not  alter  the  taxable  wholesale 
price  of  large  cigars.  For  the  purposes  of 
applying  this  rule,  any  temporary  re¬ 
duction  in  price  is  presumed  to  i>e  for 
promotional  purposes. 

(f)  Removals  for  another  person.  If 
an  importer  makes  taxable  removals  of 
cigars  for  exclusive  distribution  by 
others  who  establish  the  suggested  deliv¬ 
ered  price  to  retailers  (wholesale  price) , 
then  the  tax  is  based  on  such  wholesale 
price  irrespective  of  the  fact  that  it  is 
not  directly  established  by  the  importer 
making  the  taxable  removals. 

(g)  Removals  for  sales  to  retailers 
only.  If  an  Importer  makes  taxable  re¬ 
movals  of  cigars  exclusively  for  arm’s 
length  sales  to  retailers  only,  the  tax  is 
based  on  the  importer’s  selling  price  ap¬ 
plying  the  principles  of  inclusicHi  and  ex¬ 
clusion  contain^  in  the  definition  of 
“wholesale  price”  in  $  275.11. 

(h)  Change  in  toholesale  price.  When 
an  importer  decides  to  change  the 
wholesale  price  of  a  brand  and  size  of 
large  cigars,  there  may  be  some  of  these 
cigars  which  were  removed  before  the 
price  change  decision  and  were  tax  de- 
t^Tpined  on  the  basis  of  the  old  whole¬ 
sale  price,  which  in  fact  are  later  sold 
to  retailers  under  the  new  wholesale 
price.  In  this  situation,  the  cigars  will 
be  considered  to  have  been  properly  tax 
determined,  unless  at  the  time  of  remov¬ 
al  the  importer  had  reason  to  believe 
that  the  cigan  would  foe  sold  under  the 


new  wholesale  price,  considering  all  in¬ 
formation  which  was  or  should  have 
been  available  to  him.  After  the  price 
change  decision,  cigars  may  properly  be 
removed  and  tax  determined  on  the  basis 
of  the  old  wholesale  price  if  the  impor¬ 
ter  has  reason  to  know,  at  the  time  of 
removal,  that  they  will  be  sold  to  retail¬ 
ers  before  the  new  wholesale  price 
is  effective.  Conversely,  cigars  removed 
after  a  price  change  decision  must  be  tax 
determined  on  the  basis  of  the  new 
wholesale  price,  even  if  the  removal 
takes  place  befOTe  the  new  wholesale 
price  is  announced  or  becomes  effective. 
A  price  change  decision  is  held  to  be 
made  at  the  earliest  time  during  the 
price  change  considerations  when  it 
might  reasonably  be  concluded  that  the 
decision  to  change  the  price  had  in  fact 
been  reached. 

(i)  Determination  of  wholesale  price 
by  Assistant  Director  (.Regulatory  En¬ 
forcement).  ’The  Assistant  Director 
(Regulatory  Enforcement)  will  deter¬ 
mine  the  wholesale  price  for  tax  pur¬ 
poses  where  the  importer  has  no  sug¬ 
gested  delivered  price  to  retailers  as 
contemplated  by  the  definition  of 
“wholesale  price”  in  §  275.11  and  as  dis¬ 
cussed  in  paragraph  (a)  of  this  section. 
Listings  of  such  wholesale  prices  and 
their  comparable  retail  prices  will  be 
published  as  necessary  in  the  official 
Bulletin  of  the  Bureau  of  Alcohol,  To¬ 
bacco  and  Firearms  for  use  by  importers 
in  properly  determining  the  tax  on  re¬ 
movals  of  large  cigars  for  which  there 
is  no  suggested  delivered  price  to  re¬ 
tailers.  If  an  importer  has  cigars  which 
are  not  covered  by  the  existing  published 
listing,  and  for  which  he  has  no  sug¬ 
gested  delivered  price  to  retailers,  the 
importer  shall  submit  a  written  request 
to  the  Assistant  Director  (Regulatory 
Enforcement)  for  a  determination  of  the 
wholesale  price  applicable  to  such  cigars 
for  tax  purposes.  If  any  of  these  cigars 
are  removed  before  such  determination, 
the  importer  shall  ascertain  the  whole¬ 
sale  {Mice  to  the  best  of  his  ability  based 
on  the  prices  which  are  included  in  the 
published  listing  and  other  pertinent  in¬ 
formation  available  to  him,  and  shall 
use  that  price  for  calculation  and  pay¬ 
ment  of  the  tax  and  for  other  tax  pvu-- 
poses  under  Uiis  part  pending  the  deter¬ 
mination  by  the  Assistant  Director  (Reg¬ 
ulatory  Enforcement).  On  each  entry 
document  on  which  the  importer  so  es¬ 
timates  the  tax,  he  shall  Include  a  con¬ 
spicuous  statement  on  all  c(H>ies  as  fel¬ 
lows:  “Request  this  entry  not  be  liqui¬ 
dated  irntU  ATF  has  ruled  on  ttte  tax¬ 
able  wholesale  price  of  these  cigars.”  If 
the  wholesale  p^ce  used  by  the  import¬ 
er  for  taxpasrment  differs  fnnn  that  sub¬ 
sequently  determined  by  the  Assistant 
Director  (Regulatory  Enforcement)  to 
be  the  wholesale  price  for  tax  purposes, 
then  the  importer  shall  pay  any  addi¬ 
tional  amount  due  or  midce  claim  for 
overpayment  by  advising  the  district  di¬ 
rector  of  customs  of  the  additional 
amount  due  or  overpaid,  in  accordance 
with  customs  procedure.  If  the  whde- 
^le  price  used  by  the  importer  is  the 
same  as  that  determined  by  the  Assist¬ 


ant  Director  (Regulatory  Enforcement), 
the  importer  shall  so  notify  the  district 
director  of  customs  and  request  that 
liquidation  of  the  entry  proceed.  The  im¬ 
porter  shall  take  the  appropriate  action 
w'itliin  fifteen  calendar  days  following 
the  date  on  which  notification  of  the 
wholesale  price  determination  was  re¬ 
ceived  from  the  Assistant  Director  (Reg¬ 
ulatory  Enforcement). 

5.  Section  275.73  is  received  to  include 
requirements  that  packages  of  large  ci¬ 
gars  show  information  relating  to  whole¬ 
sale  price.  However,  application  of  these 
new  requirements  for  large  cigars  is  sus¬ 
pended  pending  further  notification  In 
the  Federal  Register.  Other  require¬ 
ments  of  this  section,  not  related  to 
wholesale  price  markings,  are  effective 
as  of  the  effective  date  of  this  docu¬ 
ment.  As  amended,  §  275.73  reads  as  fol¬ 
lows: 

§  273.73  IVotice  for  cigars. 

(a)  General  requirement.  Every  pack¬ 
age  of  cigars,  except  as  provided  in 
§  275.75.  shall,  before  removal  subject 
to  internal  revenue  tax,  have  adequately 
imprinted  thereon,  or  on  a  label  se¬ 
curely  affixed  thereto,  the  designation 
“cigars”,  the  quantity  of  such  product 
contained  therein,  and  the  classification 
of  the  product  for  tax  purposes,  i.e.,  for 
small  cigars,  either  “small”  or  “little”, 
and  for  large  cigars,  the  wholesale  price. 

(b)  Expression  of  wholesale  price.  The 
price  to  be  shown  is  the  wholesale  price 
for  each  thousand  cigars,  except  that 
for  cigars  with  a  wholesale  price  of  more 
than  $235,294  per  thousand  the  whole¬ 
sale  price  may  be  either  specifically  ex¬ 
pressed  or  expressed  as  if  it  were  $236 
per  thousand.  Such  price  shall  be  ex¬ 
pressed  either  in  arabic  numerals  or  ac¬ 
cording  to  the  code:  A=l,  B=2,  C=3. 
D=4.  E  =5.  F=6,  G=7,  H=8,  J=9,  K=0; 
and  in  either  case  shall  be  preceded  by 
the  identifying  letters  “IP”.  If  the  whole¬ 
sale  price  is  in  even  dollars  then  no 
decimal  or  cents  Information  need  be 
shown.  ’Thus,  for  a  cigar  with  a  whole¬ 
sale  price  of  $80.00  per  thousand  the 
wholesale  price  would  be  expressed  as 
“IP80”  or  as  “IPHK”;  for  a  cigar  with  a 
wholesale  price  of  $65.20  per  thousand, 
the  wholesale  price  would  be  expressed 
as  “IP65.20”  or  as  “IPPE.BK”:  and  for 
a  cigar  with  a  wholesale  price  of  $450 
per  thousand,  the  wholesale  price  would 
be  expressed  as  either  “IP450”,  “IPDEK”, 
“IP236”,  or  “IPBCF”. 

(c)  Packages  with  cigars  of  more  than 
one  price.  If  a  combination  package  in¬ 
cludes  large  cigars  of  more  than  one 
wholesale  price  and  they  are  taxable  on 
the  basis  of  the  individual  wholesale 
prices  of  the  cigars  and  not  on  the  basis 
of  an  established  wholesale  price  for  the 
combination  package  (see  §  275.39(d)), 
the  number  of  cigars  at  each  wholesale 
price  and  a  brief  description  of  those 
cigars  shall  be  shown  with  the  applicable 
wholesale  price  information.  For  exam¬ 
ple.  if  a  package  contained  30  Blimts  with 
a  wholesale  price  of  $80  per  thousand 
and  20  Panatelas  with  a  wholesale  price 
of  $100  per  thousand,  the  wholesfde  price 
would  be  shown  as  “30  Blunts — ^IP80,  20 
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Panatelas — IPlOO”,  or  “30  Bliints — 
IPHK,  20  Panatelas — ^IPAKK”. 

(d)  Application  of  wfiolesale  price  reg~ 
ulations.  The  application  of  regulations 
in  this  section  relating  to  the  imprinting, 
on  packages  of  large  cigars,  of  informa¬ 
tion  relating  to  wholesale  price  is  sus¬ 
pended  until  notification  In  the  Federal 
Registeb.  This  notification  shall  be  pub¬ 
lished  In  the  Federal  Register  not  less 
than  90  days  prior  to  the  date  when  the 
wholesale  price  marking  regulations  shall 
begin  to  apply. 

(Sec.  202,  Pub.  L.  85-859,  72  Slat.  1422  (26 
VS.C.  6723) .) 

6.  Section  275.81(c)(4)  is  amended  to 
require  importers  to  show,  on  the  cus- 
t(mis  entry  form,  information  about  the 
wholesale  price  of  large  cigars  which  Is 
necessary  for  ciMnputation  of  the  Internal 
revenue  tax.  As  amaided,  5  275.81(c)  (4) 
reads  as  follows: 

§  275.81  Taxpaynienl. 

•  *  *  «  « 

<c)  Required  information.  •  »  • 
***** 

(4)  For  cigars.  The  importer  will  show : 
(1)  The  munber  imported  under  each 
TSUSA  Itan  number; 

•  (11)  For  large  cigars  with  a  wholesale 

price  of  not  more  than  $235,294  per  thou¬ 
sand,  the  number  and  total  wholesale 
price  of  such  cigars; 

(Hi)  For  large  cigars  with  a  wholesale 
price  of  more  than  $235,294  per  thousand, 
the  number  of  such  cigars; 

(tv)  The  applicable  tax  rate  ($0.75  per 
thousand  for  small  cigars,  8V^  percent  of 
the  wholesale  price  for  large  cigars  with 
a  wholesale  price  of  not  more  than  $235.- 
294  per  thousand,  and  $20.00  per  thou¬ 
sand  for  large  cigars  with  a  wholesale 
price  of  more  than  $235,294  per  thou¬ 
sand)  ;  and 

(v)  The  tax  due. 
***** 

(68A  Stat.  907,  as  amended  (26  U.S.C.  7662) ; 
Sec.  202,  Pub.  L.  86-869,  72  Stat.  1417  (26 
U.S.C.  6703).) 

7.  Section  275.105  Is  amended  to  re¬ 
place  *‘class  of  large  cigars”  with  the 
Information  about  wholesale  price  re¬ 
quired  by  the  new  system  of  taxatlcm, 
and  to  make  nomenclature  changes  to 
refiect  the  establishment  of  the  Bureau 
of  Alcohol,  Tobacco  and  Firearms.  As 
amended,  S  275.105  reads  as  follows: 

§  275.105  Prepayment  of  lax. 

To  prepay,  in  Puerto  Rico,  the  internal 
revenue  tax  Imposed  by  26  UJ3.C.  7652(a) , 
on  cigars,  cigarettes,  and  cigarette  papers 
and  tubes  of  Puerto  Rican  manufacture 
which  are  to  be  shipped  to  the  United 
States,  the  shipper  shall  file,  or  cause 
to  be  filed,  with  the  Offlcer-in-Charge, 
a  tax  retium.  Form  3073,  In  triplicate, 
with  full  remittance  of  tax  which  will  be¬ 
come  due  on  such  cigars,  cigarettes,  and 
cigarette  papers  and  tubes.  The  OfBcer- 
in-Charge  will  present  a  receipted  copy 
of  the  return  to  the  person  filing  the 
return  and  paytaig  the  tax,  retain  one 
copy,  and  forward  the  remaining  copy  to 
the  Reglmial  Regulatmry  Administrator. 


Bureau  of  Alcohol,  Tobacco  and  Fire- 
arms.  New  York,  N.Y.  The  person  who 
filed  the  return  and  prepaid  the  tax  shall 
present  the  receipted  copy  of  the  return 
to  the  ATF  ofBcer  assign^  by  the  CWef , 
Puerto  Rico  -Operations,  to  inspect  the 
cigars,  cigarettes,  and  cigsu'ette  papers 
and  tubes  to  be  shipped  to  the  United 
States.  Such  officer  will  endorse  the  re¬ 
ceipted  copy  of  the  return  to  show  release 
of  the  cigars,  cigarettes,  and  cigarette 
papers  and  tubes,  or,  if  less  than  the 
quantity  of  cigars,  cigarettes,  and  ciga¬ 
rette  papers  and  tubes  covered  by  the 
i-etum  Is  released,  to  show  (a)  The  num¬ 
bers  of  small  cigarettes,  large  cigarettes, 
and  small  cigars,  (b)  The  number  and 
total  wholesale  price  of  large  cigars  with 
a  wholesale  price  of  not  more  than 
$235,294  per  thousand,  (c)  The  munber 
of  large  cigars  with  a  wholesale  price 
of  more  than  $235,294  per  thousand,  (d) 
The  munber  of  b<X)ks  or  sets  of  cigarette 
papers  of  each  different  numerical  con¬ 
tent,  and  (e)  The  munber  of  cigarette 
tubes.  In  fact  released  and  will  return 
such  copy  to  the  taxpayer. 

(68A  stat.  907,  as  amended  (26  U.S.C.  7652) ; 
sec.  202,  Pub.  L.  86-859,  72  Stat.  1417  (26 
U.S.C.  6703).) 

8.  Section  275.106  is  amended  to  re¬ 
place  the  detailed  instructions  for  com¬ 
pletion,  by  the  ATF  officer,  of  Form  3074 
(including  an  Instruction  for  “class  of 
large  cigars”)  with  a  simplified  Instruc¬ 
tion  for  completion  of  “other  Information 
required  by  that  form.”  Preparation  of 
Form  3075  will  be  required  of  the  ship¬ 
per,  rather  than  the  ATP  officer,  al¬ 
though  the  ATF  officer  must  still  certify 
that  the  tax  has  been  prepaid.  Nomen¬ 
clature  changes  are  also  made  to  reflect 
the  establishment  of  the  Bureau  of  Al- 
C(^ol,  Tobacco  and  Firearms.  As 
amended.  S  275.106  reads  as  follows: 

§  275.106  Inspection  of  shipment  and 
certification  of  prepayment  by  ATF 
officer. 

The  ATP  officer,  assigned  to  inspect 
Puerto  Rican  cigars,  cigarettes,  and 
cigarette  papers  and  tubes  to  be  shipped 
to  the  United  States  In  accordance  with 
3  275.105,  will  prepare,  for  each  shipping 
container,  a  statement  on  Form  3074 
that  the  tax  has  been  prepaid,  and  show 
the  other  Information  required  by  that 
form.  The  shipper  shall  affix  the  com¬ 
pleted  Form  3074  to  the  outside  of  each 
sliipping  container  In  which  the  articles 
are  packed.  Such  statement.  Form  3074, 
shall  be  affixed  to  the  outer  container 
used  in  the  shipment  of  freight  In  bulk 
(crate,  packingbox,  van,  trailer,  etc.)  and 
not  (m  the  individual  cartons,  cases,  etc., 
included  In  such  outer  contatoer.  In  ad¬ 
dition,  the  shipper  will  prepare  Form 
3075,  in  quintupllcate.  Identifying  the 
clgare,  cigarettes,  and  cigarette  papers 
and  tubes  released  In  each  shipment, 
for  certification  by  the  ATF  officer  that 
the  tax  has  been  prepaid  thereon.  The 
ATF  officer  will  then  (a)  Present  one 
copy  to  the  taxpayer  for  attachment  to 
the  bill  of  lading  to  accompany  the  ship¬ 
ment  (In  custody  of  the  carrier)  for 
presentation  to  the  district  directs  of 
customs  at  the  port  of  entry:  fb) 


Promptly  mail  two  copies  to  the  district 
director  of  customs  at  the  port  of  entry; 
(c)  Mall  one  copy  to  the  regnal  regula¬ 
tory  administrator  of  the  region  wherein 
the  customs  collection  head(iuarters  Is 
l(x;at^;  and  (d)  Retain  the  remaining 
copy.  Noncommercial  mall  shipments  of 
cigars,  cigarettes,  and  cigarette  papers 
and  tubes  to  the  XTnlted  States  are 
exempt  from  the  provisions  of  this  sec¬ 
tion,  except  that  the  ATP  officer  In 
Puerto  Rico  receiving  a  payment  of  In¬ 
ternal  revenue  tax  on  mail  shipments  of 
such  articles  will  prepare  a  certificate  to 
be  affixed  to  the  container  stating  that, 
the  United  States  internal  revenue  ta.x 
has  been  prepaid  on  the  articles  con¬ 
tained  therein. 

9.  Section  275.107  is  amended  to  re¬ 
place  “class  of  large  cigars”  with  the 
information  about  wholesale  price  re¬ 
quired  by  the  new  system  of  taxation,  and 
to  make  nomenclature  changes  reflecting 
changes  in  Customs  Service  organization 
and  the  establishment  of  the  Bureau  oi 
Alcohol,  Tobacco  and  Firearms.  As 
amended,  §  275.107  reads  as  follows: 

§  275.107  Procedure  at  port  of  entry. 

The  district  director  of  customs  at  tire 
port  of  entry  will  Inspect  the  shipment 
to  determine  whether  the  quantity  speci¬ 
fied  on  the  Form  3075  is  contained  In  the 
shipment.  He  will  then  execute  his  cer¬ 
tificate  on  the  three  copies  of  the  Form 
3075  in  his  possession,  and  indicate  on 
each  copy  any  exceptions  found  at  the 
time  of  release.  The  statement  of  excep¬ 
tions  shall  Identify  each  shipping  con¬ 
tainer  which  sustained  a  loss;  the  cigars, 
cigarettes,  and  cigarette  papers  and 
tubes  reported  shipped  In  such  con¬ 
tainer;  and  the  cigars,  cigarettes,  and 
cigarette  papers  and  tubes  lost  from  such 
container.  Losses  (xx;urrlng  as  Uie  result 
of  missing  packages,  cases,  or  shipping 
containers  shall  be  listed  separately  from 
losses  caused  by  damage.  Where  the 
statement  is  made  on  the  basis  of  cigars, 
cigarettes,  or  cigarette  papers  or  tubes 
missing  or  damaged,  the  district  director 
of  customs  shall  show  (a)  The  numbers 
of  small  cigarettes,  large  cigarettes,  and 
small  cigars,  (b)  The  number  and  total 
wholesale  price  of  large  cigars  with  a 
wholesale  price  of  not  more  than  $235,294 
per  thousand,  (c)  The  number  of  large 
cigars  with  a  wholesale  price  of  more 
than  $235,294  per  thousand,  (d)  The 
munber  of  books  or  sets  of  cigarette  pa¬ 
pers  of  each  different  numerical  content, 
and  (e)  The  number  of  cigarette  tubes. 
If  the  district  director  of  customs  finds 
that  the  full  amount  of  the  tax  has  not 
been  prepaid,  he  will  require  the  differ¬ 
ence  due  to  be  paid  to  him  prior  to  re¬ 
lease  of  the  cigars,  cigarettes,  and 
cigarette  papers  and  tubes.  When  the  In¬ 
spection  of  the  shipment  has  been  ef¬ 
fected.  and  any  additional  tax  found  to 
be  due  has  been  paid  to  the  district  direc¬ 
tor  of  customs,  the  shipment  may  be 
released. 

10.  Section  275.110  Is  amended  to  re¬ 
place  “class  of  large  cigars”  with  the  In- 
fmmatlon  about  wholesale  price  required 
by  the  new  system  of  taxation,  and  to 
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make  nom^clature  changes  reflecting 
the  establishment  of  the  Bureau  of  Alco¬ 
hol,  Tobacco  and  Firearms.  As  amended, 
§  275.110  reads  as  follows: 

§  275.110  Computation  of  tax  and  exe¬ 
cution  of  agreement  to  pay  tax. 

Where  cigars  or  cigarettes  are  to  be 
shipped  to  the  United  States  on  compu¬ 
tation  of  internal  revenue  tax  in  Puerto 
Rico  (involving  deferred  taxpayment), 
the  bonded  manufacturer  shall  calculate 
the  tax  and  shall  prepare  an  original  and 
six  copies  of  Form  2987.  He  shall  enter 
on  such  form  under  the  penalties  of  per¬ 
jury  (a)  The  numbers  of  small  ciga¬ 
rettes,  large  cigarettes,  and  small  cigars 
to  be  shipped,  (b)  The  number  and  total 
wholesale  price  of  large  cigars  with  a 
wholesale  price  of  not  more  than  $235,294 
per  thousand  to  be  shipped,  (c>  The 
number  of  large  cigars  with  a  wholesale 
price  of  more  than  $235,294  per  thou¬ 
sand  to  be  shipped,  (d)  The  amount  of 
the  tax  to  be  paid  on  such  products  un¬ 
der  the  provisions  of  this  subpart,  and 
(e)  The  name  and  address  of  the  con¬ 
signee  in  the  United  States  to  whom  such 
products  are  being  shipped;  sind  shall 
date  and  execute  the  agreement  to 
pay  the  amount  of  tax  which  shall  be 
computed  on  such  products  covered  by 
the  Form  2987.  The  Form  2987  shall  be 
serially  numbered  by  the  bonded  manu¬ 
facturer  beginning  with  the  number  “1” 
on  January  1  of  each  year.  The  bonded 
manufacturer  shall  then  request  the 
Chief,  Puerto  Rico  Operations,  to  assign 
an  ATP  officer  to  inspect  the  cigars  and 
cigarettes,  verify  the  tax  calculation  with 
respect  to  such  products,  and  release 
such  products  for  shipment  in  accord¬ 
ance  with  §  275.111.  The  bonded  manu¬ 
facturer  shall  present  all  copies  of  the 
prepared  Form  2987  to  the  ATF  officer 
assigned.  The  date  of  certification  of 
Form  2987  by  the  ATF  officer  shall  be 
treated  as  the  date  of  computation  of 
tax.  Cigars  and  cigarettes  may  be  re¬ 
leased  for  shipment  to  the  Unit^  States 
in  accordance  with  the  provisions  of 
this  section  only  after  computation  of 
tax. 

11.  Section  275.111  is  amended  to  re¬ 
phrase  the  instructions  for  completion, 
by  the  ATP  oflBcer,  of  Form  2989.  The 
phrase,  “quantity  and  kind  of  cigars  and 
cigarettes  and  class  of  large  cigars”  is 
replaced  with  the  simpler  phrase,  “other 
information  required  by  that  form.” 
Nomenclature  changes  are  also  made  to 
reflect  changes  in  Chistoms  Service  or¬ 
ganization  and  the  establishment  of  the 
Bureau  of  Alcohol.  Tobacco  arid  Fire¬ 
arms.  As  amended,  §  275.111  reads  as 
follows: 

§  275.111  Inspection  of  shipment  and 
certification  by  ATF  offieer. 

On  receipt  of  the  miginal  and  six 
copies  of  the  Form  2987  completed  and 
executed  by  the  bonded  manufacturer  in 
accordance  with  !  275.110,  an  ATF 
cer  will  inspect  the  cigars  and  cigarettes 
covered  by  the  form,  verify  the  tax  calcu¬ 
lation  made  with  respect  to  such  ixrod- 
ucts,  date  and  execute  the  ceitiflcaticm 
on  such  form,  mod  rdeaBe  the  cigars  and 
cigarettes  for  shipoMtit  to  the  United 


States.  Such  officer  will  then  promptly 
distribute  the  certified  Form  2987  by  (a) 
Mailing  the  original  to  the  Officer-in- 
Charge;  (b)  Mailing  two  copies  to  the 
district  director  of  customs  at  the  port 
of  entry,  (c)  Mailing  Mie  copy  to  the 
regional  regulatory  administrator  of  the 
region  wherein  the  customs  collection 
headquarters  is  located;  (d)  Returning 
two  copies  to  the  bond^  manufacturer 
who  will  attach  one  copy  to  the  bill  of 
lading  to  accompany  the  shipment  (in 
custody  of  the  carrier)  for  presentation 
to  the  district  director  of  customs  at  the 
pjort  of  entry;  and  (e)  Submitting  one 
copy  to  the  Chief,  Puerto  Rico  Opera¬ 
tions.  The  ATF  officer  will  also  prepare, 
for  each  shipping  container,  a  statement 
on  Form  2989  that  the  tax  on  the  cigars 
and  cigarettes  to  be  shipped  to  the 
United  States  has  been  computed  and 
show  the  name  and  address  of  the 
bonded  manufacturer,  date  of  tax  com¬ 
putation,  and  the  other  information  re¬ 
quired  by  that  form.  The  bonded  manu¬ 
facturer  shall  affix  the  completed  Form 
2989  to  the  outside  of  each  shipping  con¬ 
tainer  in  which  the  products  are  packed. 
Such  statement.  Form  2989,  shall  be  af¬ 
fixed  to  the  outer  container  used  in  the 
shipment  of  freight  in  bulk  (crate,  pack¬ 
ing  box,  van,  trailer,  etc.)  and  not  on 
the  individual  cartons,  cases,  etc.,  in¬ 
cluded  in  such  outer  container. 

12.  Section  275.112  is  amended  to  re¬ 
place  “class  of  large  cigars”  with  the 
information  about  wholesale  price  re¬ 
quired  by  the  new  system  of  taxation, 
and  to  make  nomenclature  changes  re¬ 
flecting  the  establishment  of  the  Bureau 
of  Alcohol,  Tobacco  and  Firearms.  As 
amended,  §  275.112  reads  as  follows: 

§  275.112  Tax  return. 

The  internal  revenue  taxes  imposed  by 
26  U.S.C.  7652(a),  with  respect  to  cigars 
and  cigarettes  manufactured  in  Puerto 
Rico  and  shipped  to  the  United  States 
on  computation  of  tax  under  the  pro¬ 
visions  of  this  subpart  shall  be  paid  on 
the  basis  of  a  semimonthly  tax  return. 
The  bonded  manufacturer  of  such  prod¬ 
ucts  shall  file  with  the  Officer-in-Charge 
a  tax  return,  Form  2988,  in  triplicate,  for 
each  semimonthly  return  period.  The 
bonded  manufacturer  shall  show  on  the 
return  (a)  The  serial  numbers  of  all 
Forms  2987  certified  during  the  return 
period,  (b)  The  numbers  of  small  ciga¬ 
rettes,  large  cigarettes,  and  small  cigars 
upon  which  the  tax  has  been  ccxnputed 
during  the  return  period,  (c)  The  num¬ 
ber  and  total  wholesale  price  of  large 
cigars  with  a  wholesale  price  of  not  more 
than  $235,294  per  thousand  upon  which 
the  tax  has  bron  computed  during  the 
return  period,  (d)  The  number  of  large 
cigars  with  a  wholesale  price  of  more 
than  $235,294  per  thousand  upon  which 
the  tax  has  been  computed  during  the 
return  period,  and  (e)  The  tax  due.  The 
bonded  manufacturer  shall  execute  the 
return.  Form  2988,  under  the  penalties 
of  perjury.  He  shall  file  a  return  for  each 
return  period  at  the  time  specified  in 
§  275.113,  regardless  of  whether  tax  is 
due  for  that  return  period.  However, 
where  the  Regi(xial  Regulatory  Admin¬ 
istrator,  Bureau  of  Alcohol,  Tobacco  and 


Fii-earms,  New  York,  N.Y.,  grants  specific 
authorization,  the  bonded  manufacturer 
need  not  file  a  tax  return  during  the 
term  of  such  authorization  for  any  period 
In  which  tax  liability  was  not  incurred 
under  the  provisions  of  this  subpart. 

13.  Section  275.117  is  amended  to  re¬ 
place  “class  of  large  cigars”  with  the  in¬ 
formation  about  wholesale  price  required 
by  tlie  new  system  of  taxation,  and  to 
make  nomenclature  changes  reflecting 
the  establishment  of  the  Bureau  of  Alco¬ 
hol,  Tobacco  and  Firearms.  As  amended. 
§  275.117  reads  as  follows: 

§  275.117  Procedure  at  port  of  eiitrj. 

The  district  director  of  customs  at  the 
port  of  entry  wdll  inspect  tlie  shipment 
to  determine  whether  the  quantity  speci¬ 
fied  on  the  Form  2987  is  contained  in  the 
shipment.  He  will  then  execute  his  cer¬ 
tificate  on  the  three  copies  of  the  Form 
2987  in  his  possession,  and  indicate  on 
each  copy  any  exceptions  found  at  the 
time  of  release.  The  statement  of  excep¬ 
tions  shall  identify  each  shipping  con¬ 
tainer  which  sustained  a  loss,  the  cigars 
and  cigarettes  reported  shipped  in  such 
container,  and  the  cigars  and  cigarettes 
lost  from  such  container.  Losses  occur¬ 
ring  as  the  result  of  missing  packages, 
cases,  or  shipping  containers  shall  be 
listed  separately  from  losses  caused  by 
damage.  Where  the  statement  is  made 
on  the  basis  of  cigars  and  cigarettes  miss¬ 
ing  or  damaged,  the  district  director  of 
customs  shall  show  (a)  The  ntunbers  of 
small  cigarettes,  large  cigarettes,  and 
small  cigars,  (b)  The  number  and  total 
wholesale  price  of  large  cigars  with  a 
wholesale  price  of  not  more  than  $235.- 
294  i>er  thousand,  and  (c)  The  niunber 
of  large  cigars  with  a  wholesale  price  of 
more  than  $235,294  per  thousand.  If  the 
district  director  of  custom'  finds  that 
the  full  amoimt  of  tax  due  has  not  been 
computed,  he  will  require  the  difference 
due  to  be  paid  to  him  prior  to  release  of 
the  cigars  and  cigarettes.  When  the  in¬ 
spection  of  the  shipment  has  been  ef¬ 
fected,  and  any  additional  tax  foimd  to 
be  due  has  been  paid  to  the  district  di¬ 
rector  of  customs,  the  shipment  may  be 
released. 

14.  Section  275.139  is  amended  to  re¬ 
place  “class”  of  large  cigars  with  “whole¬ 
sale  price”,  and  to  add  a  qualification 
that  if  the  wholesale  price  is  more  than 
$235,294  per  thousand,  it  may  be  shown 
as  if  it  were  $236  per  thousand.  During 
the  suspension  of  package  marking  re¬ 
quirements  (see  §  275.73(d)),  only  the 
total  number  of  large  cigars  received 
need  be  shown.  As  amended.  §  275.139 
reads  as  follows: 

§  275.139  Rccord»i. 

Every  manufacturer  of  tobacco  prod¬ 
ucts  and  cigarette  papers  and  tubes  in 
the  United  States  who  receives  cigars, 
cigarettes,  or  cigarette  papers  or  tubes 
of  Puerto  Rican  manufacture,  without 
payment  of  internal  revenue  tax,  under 
his  bond,  shall  keep  a  separate  record 
which  will  show  the  date  and  quantity 
and  kind  of  cigars  and  cigarettes,  the 
wholesale  price  oi  large  cigars  (fi  not 
m<H%  than  $235,294  p«-  thousand;  if  more 
than  this,  the  wholesale  price  may  be 
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shown  as  if  it  were  $236  per  thousand  >. 
the  date  and  number  of  l^ks  or  sets  of 
cigarette  papers  of  each  different  numer¬ 
ical  content,  and  the  number  of  cigarette 
tubes:  (a)  Received,  (b)  Removed  sub¬ 
ject  to  tax,  (c)  Removed  for  tax-exempt 
purposes,  and  (d)  Otherwise  disposed  of. 
However,  due  to  the  suspension  of  re¬ 
quirements  for  whidesale  pwice  to  be 
shown  on  packages  of  large  cigars  (see 
1  275.73(d)),  the  record  under  (a)  of 
large  cigars  received  need  only  show  the 
total  niunber  of  these  cigars,  until  noti¬ 
fication  Is  given  in  the  Federal  Register. 

(Sec.  2128(c),  Pub.  L.  94-455,  90  Stat.  1921 
(26  U.S.C.  5741).) 

15.  A  new  §  275.153  is  added  to  require 
that  proprietors  of  customs  class  6  man¬ 
ufacturing  warehouses,  who  remove  large 
cigars  for  consumption  in  the  United 
States,  keep  records  and  submit  reports 
concerning  the  wholesale  prices  for  such 
cigars.  As  added,  §  275.153  reads  as  fol¬ 
lows: 

§  275.153  Records  and  reports. 

A  proprietor  of  a  customs  bonded 
manufacturing  warehouse,  class  6,  who 
removes  cigars  for  sale  or  consumption 
in  the  United  States,  shall  keep  records 
and  make  reports  as  prescribed  in 
§§  275.181-183. 

15a.  Section  275.170  is  amended  to  in¬ 
dicate  that  during  the  suspension  of 
package  marking  requirements  (see 
§  275.73(d) ) ,  the  schedule  of  products  on 
Form  3069,  as  well  as  claims  filed  on  the 
basis  of  this  schedule,  must  show  large 
cigars  at  the  lowest  wholesale  price  for 
that  brand  and  size  of  cigar  established 
during  the  record  retention  period,  un¬ 
less  a  higher  amoimt  can  be  clearly  dem¬ 
onstrated  by  specific  documentation.  The 
existing  material  is  designated  as  para¬ 
graph  (a) ,  and  the  new  material  is  con¬ 
tained  in  a  new  paragraph  (b).  As 
amended,  §  275.170  reads  as  follows: 

§  275.170  Dcsirucrion  or  reduclion  to 
tobacco,  action  by  taxpayer. 

(a)  *  •  • 

(b)  After  February  1,  1977,  informa¬ 
tion  wi  large  cigar  padcages  will  not  ade¬ 
quately  evidence  the  lunount  of  tax  paid 
on  the  contents,  because  of  the  suspen¬ 
sion  of  package  notice  requirements  as 
provided  in  5  275.73(d),  and  because 
packages  indicating  the  former  tax 
classes  may  continue  to  be  removed  with¬ 
out  alteration.  Consequently,  refund  or 
credit  of  tax  on  large  cigars  withdrawn 
from  the  market  after  February  1,  1977, 
will  be  limited  to  the  minimum  amount 
applicable  to  that  brand  and  size  cigar 
during  the  required  record  retention 
period  (see  §  275.22)  except  where  the 
imiwrter  establishes  that  a  greater 
amoimt  was  actually  paid.  For  each 
claim  involving  large  cigars  withdrawn 
from  the  market  the  importer  shall  in¬ 
clude  a  certification  on  either  ATF  Form 
3069,  ATP  Form  2685,  or  IRS  Form  843, 
to  read  as  Tollcnrs:  “Hie  amounts 
claimed  relating  to  large  cigars  are  based 
on  the  lowest  wholesale  prices  applicable 
to  such  cigars  during  the  required  record 
retention  period,  except  where  specific 


documentation  is  submitted  with  the 
claim  to  establish  that  any  greater 
amount  of  tax  claimed  was  actually 
paid.” 

(Sec.  202,  Pub.  L.  85-859,  72  Stat.  1419,  as 
amended  (26  U.S.C.  5705) .) 

15b.  Section  275.172  is  amended  to  in¬ 
dicate  that  during  the  suspension  of 
package  marking  requirements  (see 
§  275.73(d) ) ,  the  schedifie  of  products  on 
Form  3069,  as  well  as  claims  filed  on  the 
basis  of  this  schedule,  must  show  large 
cigars  at  the  lowest  wholesale  price  for 
that  brand  and  size  of  cigar  established 
during  the  record  retention  period,  im- 
less  a  higher  amount  can  be  clearly 
demonstrated  by  specific  documentation. 
The  existing  material  is  designated  as 
paragraph  (a) ,  and  the  new  material  is 
contained  in  a  new  paragraph  (b).  As 
amended,  §  275.172  reads  as  follows: 

§  275.172  Return  to  nnntaxpaid  ^^latiis, 
action  by  taxpayer. 

(a)  *  *  * 

<b)  After  Februarj^  1,  1977.  informa¬ 
tion  on  large  cigar  packages  will  not  ade¬ 
quately  evidence  the  amount  of  tax  paid 
on  the  contents,  because  of  the  suspen¬ 
sion  of  package  notice  requirements  as 
provided  in  §  275.73(d),  and  because 
packages  indicating  the  former  tax 
classes  may  continue  to  be  removed 
without  alteration.  Consequently,  refund 
or  credit  of  tax  on  large  cigars  with¬ 
drawn  from  the  market  after  February 
1,  1977,  will  be  limited  to  the  minimum 
amount  applicable  to  that  brand  and  size 
of  cigar  during  the  required  record  re¬ 
tention  period  (see  §275.22)  except 
where  the  importer  establishes  that  a 
greater  amount  was  actually  paid.  For 
each  claim  involving  large  cigars  with¬ 
drawn  from  the  market  the  importer 
shall  include  a  certification  on  either 
ATF  Form  3069,  ATF  Form  2635,  or  IRS 
Form  843,  to  read  as  follows:  “The 
amounts  claimed  relating  to  large  cigars 
are  based  on  the  lowest  wholesale  prices 
applicable  to  such  cigars  during  the  re¬ 
quire  record  retention  period,  except 
where  specific  documentation  is  sub¬ 
mitted  with  the  claim  to  establish  that 
any  greater  amoimt  of  tax  claimed  w’as 
actually  paid.” 

(Sec.  202,  Pub.  L.  85-859,  72  Stat.  1419.  as 
amended  (26  U.S.C.  5705).) 

16.  A  new  Subpart  J  is  added  imme¬ 
diately  following  §  275.174,  to  require 
that  importers  of  large  cigars  keep  rec¬ 
ords  and  submit  reports  concerning  the 
wholesale  prices  and  taxpayment  of 
large  cigars  imported  for  sale  within  the 
United  States.  As  added,  the  new  Sub- 
part  J  reads  as  follows: 

Subpart  J — Records  and  Reports 

Sec. 

275.181  Records  of  large  cigars. 

275.182  Availability  of  records. 

275.183  Report  of  wholesale  prices  for  large 

cigars. 

Subpart  J — Records  and  Reports 
§  275.181  Records  of  large  cigars. 

Every  person  who  imports  large  cigars 
for  sale  within  the  United  States  shall 
keep  the  records  required  by  this  section. 


(a'  Basic  record  of  wholesale  prices. 
The  importer  shall  keep  a  record  to  show 
each  wholesale  price  (suggested  deliver>' 
price  to  retailers  or  wholesale  price  as 
determined  by  the  Assistant  Director 
(Regulatory  Enforcement)  under  §  275.- 
39(i) ) ,  which  is  applicable  to  large  cigars 
removed  (entered  or  withdrawn).  No 
later  than  the  tenth  business  day  in  Jan¬ 
uary  of  each  year  the  importer  shall  pre¬ 
pare  such  a  record  to  ^ow  the  whole¬ 
sale  price  in  effect  on  the  first  day  of  that 
year  for  each  brand  and  size  of  his  large 
cigars.  How'ever,  for  the  year  1977  the 
record  shall  be  prepared  no  later  than 
the  tenth  business  day  in  Februaiy,  to 
show  the  prices  in  effect  as  of  February 
1,  1977.  The  importer  shall  thereafter 
enter  in  tlie  record  the  wholesale  price 
and  its  effective  date  for  any  large  cigar 
removed  (entered  or  withdrawn)  whicli 
was  not  previously  entered  in  the  rec¬ 
ord,  and  any  change  in  a  price  from  that 
shown  in  the  record,  within  ten  business  ’ 
days  after  such  removal  or  change  m 
price.  The  record  shall  be  a  continuing 
one  for  each  brand  and  size  of  cigar  (and 
type  of  packaging,  if  pertinent) ,  so  that 
tlie  tax^le  price  on  any  date  may  be 
readily  ascertained. 

(b)  Copies  of  price  announcements. 
The  importer  shall  retain  a  copy  of  each 
general  announcement  which  he  issues 
within  his  organization  or  to  the  trade 
about  establishment  or  change  of  large 
cigar  wholesale  prices.  If  the  copy  does 
not  show  the  actual  date  when  i^ued  it 
shall  be  annotated  to  show  this  informa¬ 
tion,  and  it  shall  also  be  annotated  to 
show  the  date  on  which  a  copy  was  sub¬ 
mitted  to  the  Assistant  Director  (Regu¬ 
latory  Enforcement)  in  accordance  with 
5  275.183. 

(c)  Copies  of  entry  and  withdrawal 
forms.  The  importer  shall  keep  a  copy  of 
each  customs  entry  or  withdrawal  form 
on  which  internal  revenue  tax  for  large 
cigars  is  declared  pursuant  to  §  275.81. 

(d)  Alternative  record.  If  an  importer 
has  so  few  import  transactions  and/or 
brands  and  sizes  of  large  cigars  that  re¬ 
tention  of  an  appropriate  copy  of  each 
entry  and  withdrawal  form  required  un¬ 
der  paragraph  (c)  of  this  section  will 
provide  an  adequate  record  of  wholesale 
prices,  then  the  record  required  under 
paragraph  (a)  of  this  section  need  not  be 
kept.  In  such  case  the  entry  and  with¬ 
drawal  forms  must  identify  the  brands 
and  sizes  of  cigars  covered  and  show  the 
corresponding  quantity  and  wholesale 
price  for  each.  If  such  information  was 
not  originally  entered  on  the  form  it  may 
be  included  by  annotation.  Whenever  the 
regional  regulatory  administrator  finds 
that  alternative  records  being  kept  pur¬ 
suant  to  this  paragraph  are  inadequate 
for  the  intended  purpose,  he  may  so  noti¬ 
fy  the  importer  in  writing,  after  which 
time  the  importer  shall  keep  the  record 
required  under  paragraph  (a>  of  this 
section. 

§  275.182  .4\ailability  of  rwords. 

The  records  required  under  §  275.181 
shall  be  kept  by  the  importer  at  his  usual 
place  of  business  unless  otherwise  au¬ 
thorized  in  writing  by  the  regional  regu¬ 
latory  administrator,  and  shall  be  made 
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available  for  Inspection  by  any  ATP  offi¬ 
cer  upon  his  request.  (For  retention  pe¬ 
riod,  see  I  275.22.) 

§  275.183  Report  of  wholesale  prices  for 
large  cigars. 

Every  person  who  imports  large  cigars 
for  sale  within  the  Unit^  States  and  who 
issues  announcements  such  as  those  de¬ 
scribed  in  this  section  shall  make  a  report 
of  each  establishment  or  change  of 
wholesale  price  (suggested  delivered  price 
to  retailers)  for  large  cigars.  The  report 
shall  consist  of  a  copy  of  each  general 
announcement  that  the  importer  issues 
within  his  organization  or  to  the  trade 
about  establishment  or  change  of  whole¬ 
sale  prices.  If  this  copy  does  not  show  the 
actual  date  when  issu^,  it  shall  be  anno¬ 
tated  to  show  this  information.  If  an 
intraorganlzational  announcement  in¬ 
volves  a  forthcoming  price  change  or  new 
product  which  at  the  time  of  Issuance  is 
to  remain  confidential  until  a  later  date, 
the  importer  may  include  a  statement  to 
this  effect  on  the  copy  submitted.  The 
c(vy  shall  be  submitted  to  the  Assistant 
Director  (Regulatory  Enforcement) , 
Attn:  Industry  Control  Division,  Bureau 
of  Alcohol,  Tobacco  and  Firearms,  Wash¬ 
ington,  D.C.  20226,  within  five  bxislness 
days  sdter  the  day  issued.  (See  §  275.181 
for  requirement  to  keep  records  of  large 
cigar  wholesale  prices.) 


PART  290— EXPORTATION  OF  CIGARS, 

CIGARETTES,  AND  CIGARETTE  PAPERS 

AND  TUBES,  WITHOUT  PAYMENT  OF 

TAX,  OR  WITH  DRAWBACK  OF  TAX 

Par.  C.  The  regulations  in  27  CFR  Part 
290  are  amended  as  follows: 

1.  The  Table  of  Contents  is  amended 
to  delete  §§  290.12  through  290.54  and  to 
group  all  definitions  into  a  single  section, 
§  290.11.  The  amended  portion  of  the 
Table  of  Contents  reads  as  follows: 

•  •  •  *  » 

Subpart  B — Definitions 

8ec. 

290.11  Meaning  of  terms. 

Subpart  C — General 
*  *  •  •  * 

§§  290.  i 2-290.54  [ Delct«Ml  I 

2.  Sections  290.12  through  290.54  are 
deleted.  The  definitions  are  grouped  to¬ 
gether  into  one  section,  S  290.11,  for  the 
sake  of  conformity  to  other  regulations. 
Further,  the  definitions  of  “assistant  re¬ 
gional  commissioner”,  “Director,  Alcohol, 
Tobacco  and  Firearms  Division”,  “direc¬ 
tor  of  customs”  and  “internal  revenue 
officer”  are  modified  and  the  definition 
of  “regional  commissioner”  is  drt^ped 
to  refiect  changes  in  Customs  Service 
organization  and  the  establishment  of 
the  Bureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms.  Definitions  of  “Assistant  Director 
‘Regulatory  Enforcement)”,  "ATF  offi¬ 
cer”,  “district  director  of  customs”,  “re¬ 
gional  regulatory  administrator”,  and 
"wholesale  price”  are  added.  As  amended, 
S  290.11  reads  as  follows: 

§  290.11  Meaning  of  terni!<. 

When  used  in  this  part  and  in  forms 
prescribed  under  this  part,  the  following 


terms  shall  have  the  meanings  ghr^  in 
this  section,  unless  the  ctmtezt  clearly 
Indicates  otherwise.  Words  in  the  plural 
form  Shan  Include  the  singular,  and  vice 
versa,  and  words  indicating  the  mascu¬ 
line  gender  shaU  include  the  feminine. 
The  terms  “Includes”  and  “including”  do 
not  exclude  things  not  listed  which  are 
in  the  same  general  class. 

Assistant  Director  (Regulatory  En-" 
for  cement).  The  Assistant  Director  for 
regulatory  enforcement  activities  in  the 
Bureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms,  who  is  responsible  to,  and  fimc- 
tions  under  the  direction  and  supervi¬ 
sion  of,  the  Director. 

Assistant  regional  commissioner.  A 
regional  regulatory  administrator  as  de¬ 
fined  in  this  section. 

ATF  officer.  An  officer  of  the  Bureau 
of  Alcohol,  Tobacco  and  Firearms 
(ATF) ,  authorized  to  perform  any  func¬ 
tion  relating  to  the  administration  or 
enforcement  of  this  part. 

Cigar.  Any  roll  of  tobacco  wrapped  in 
leaf  tobacco  or  in  any  substance  con¬ 
taining  tobacco  (other  than  any  roll  of 
tobacco  which  is  a  cigarette  within  the 
definition  of  “cigarette”  given  in  this 
section) . 

Cigarette,  (a)  Any  roll  of  tobacco 
wTapped  in  paper  or  in  any  substance  not 
containing  tobacco,  and 

(b)  Any  roll  of  tobacco  wrapped  in 
any  substance  containing  tobacco  which, 
because  of  its  appearance,  the  type  of 
tobacco  used  in  the  filler,  or  its  packag¬ 
ing  and  labeling,  is  likely  to  be  offered  to, 
or  purchased  by,  consumers  as  a  cigarette 
described  in  paragraph  <a)  of  the  sec¬ 
tion. 

Cigarette  paper.  Paper,  or  other  ma¬ 
terial  except  tobacco,  prepared  for  use 
as  a  cigarette  wrapper. 

Cigarette  papers.  Taxable  books  or 
sets  of  cigarette  papers. 

Cigarette  tube.  Cigarette  paper  made 
into  a  hollow  cylinder  for  use  in  making 
cigarettes. 

Customs  warehouse.  A  customs  bond¬ 
ed  manufacturing  warehouse,  class  6, 
where  cigars  are  manufactured  of  Im¬ 
ported  tobacco. 

Director,  or  Director,  Alcohol,  Tobacco 
and  Firearms  Division.  The  Director, 
Bureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms,  Washington,  DC  20226 

Director  of  customs.  A  district  director 
of  custcHns  as  defined  in  this  secticxi. 

District  director  of  customs.  The  dis¬ 
trict  director  of  customs  at  a  headquar¬ 
ters  port  of  the  district  (except  the  dis¬ 
trict  of  New  York,  N.Y.) ;  the  area  di¬ 
rectors  of  customs  in  the  district  of  New 
York,  N.Y.;  and  the  port  director  at  a 
port  not  designated  as  a  headquarters 
port. 

Exportation  or  export.  A  severance  of 
cigars,  cigarettes,  or  cigarette  papers  or 
tubes  frcxn  the  mass  of  things  belonging 
to  the  United  States  with  the  intention 
of  uniting  them  to  the  mass  of  things 
belonging  to  scxne  foreign  country.  For 
the  purposes  of  this  part,  shipment  from 
the  United  States  to  Puerto  Rico,  the 
Virgin  Islands,  or  a  possession  of  the 
United  States,  shall  be  deemed  exporta- 
tl(m,  as  will  the  clearance  fnxn  the 
United  States  of  cigars,  cigarettes,  and 


cigarette  paiiers  and  tubes  for  consump¬ 
tion  beyond  the  jurisdictlmi  of  the  inter¬ 
nal  revenue  laws  of  the  United  States, 
l.e.,  beyond  the  3 -mile  limit  or  interna¬ 
tional  boimdary,  as  the  case  may  be. 

Export  warehouse.  A  bonded  internal 
revenue  warehouse  for  the  storage  of 
cigars,  cigarettes,  and  cigarette  papers 
and  tribes,  upon  which  the  intern^  rev¬ 
enue  tax  has  not  been  paid,  for  subse¬ 
quent  shipment  to  a  forelem  country, 
Puerto  Rico,  the  Virgin  Islands,  or  a  pos¬ 
session  of  the  United  States,  or  for  con¬ 
sumption  beyond  the  jurisdiction  of  the 
internal  revenue  laws  of  the  United 
States. 

Export  warehouse  proprietor.  Any  per¬ 
son  who  operates  an  export  warehouse 

Factory.  The  premises  of  a  manufac¬ 
turer  of  cigars,  cigarettes,  or  cigarette 
papers  and  tubes  in  which  he  carries  on 
such  business. 

Foreign-trade  zone.  A  foreign-trade 
zone  established  and  operated  pursuant 
to  the  Act  of  June  18, 1934,  as  amended. 

In  bond.  The  status  of  cigars,  ciga¬ 
rettes,  and  cigarette  papers  and  tubes, 
which  come  within  the  coverage  of  a 
bond  securing  the  payment  of  internal 
revenue  taxes  imposed  by  26  U.S.C.  5701 
or  7652,  and  in  respect  to  which  such 
taxes  have  not  been  determined  as  pro¬ 
vided  by  regulations  in  this  chapter,  in¬ 
cluding  (a)  Such  articles  in  a  factory  or 
an  export  warehouse,  (b)  Such  articles 
removed,  transferred,  or  released,  pursu¬ 
ant  to  26  UB.C.  5704,  and  with  respect 
to  which  relief  from  the  tax  liability  has 
not  occurred,  and  (c)  Such  articles  on 
which  the  tax  has  been  determined,  or 
with  respect  to  which  relief  from  the  tax 
liability  has  occurred,  which  have  been 
returned  to  the  coverage  of  a  bond. 

I.R.C.  The  Internal  Revenue  Code  of 
1954,  as  amended. 

Internal  revenue  officer.  An  ATF  offi¬ 
cer  as  defined  in  this  section. 

Manufacturer  of  cigarette  papers  and 
tubes.  Any  person  who  makes  up  ciga¬ 
rette  paper  into  books  or  sets  contsdning 
more  than  25  papers  each,  or  into  tubes, 
except  for  his  own  personal  use  or  con¬ 
sumption. 

Manufacturer  of  tobacco  products. 
Any  person  who  manufactures  cigars  or 
cigarettes,  except  that  such  term  shall 
not  include  (a)  A  person  who  produces 
cigars  or  cigarettes  solely  for  his  own 
personal  consumption  or  use;  or  (b)  A 
proprietor  of  a  customs  bonded  manu¬ 
facturing  warehouse  with  respect  to  the 
operation  of  such  warehouse. 

Package.  The  container  in  which 
cigars,  cigarettes,  or  cigarette  papers  or 
tubes  are  put  up  by  the  manufacturer 
and  offered  for  sale  or  delivery  to  the 
consumer. 

Person.  An  individual,  partnership,  as¬ 
sociation,  company,  corporation,  estate, 
or  trust. 

Region.  A  geographical  region  of  the 
Biureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms. 

Regional  regulatory  administrator. 
The  principal  regional  official  responsi¬ 
ble  for  administering  regulations  in  this 
part. 

Removal  or  remove.  The  removal  of 
cigars,  cigarettes,  or  cigarette  papers  or 
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tubes  from  either  the  factory  or  the  ex¬ 
port  warehouse  covered  by  the  bond  of 
the  manufactiucr  or  proprietor. 

State.  “State”  shall,  for  the  piirposes 
of  this  part,  be  construed  to  include  the 
IDistrict  of  Coliunbia. 

Tobacco  products.  Cigars  and  ciga¬ 
rettes.  The  term  does  not  include  smok¬ 
ing  tobacco,  chewing  tobacco,  or  snuff. 

United  States.  “United  States”  when 
used  in  a  geographical  sense  shall  in¬ 
clude  only  the  States  and  the  District  of 
Columbia. 

U.S.C.  The  United  States  Code. 
Wholesale  price.  The  manufacturer's 
or  importer’s  suggested  delivered  price 
at  which  the  cigars  are  to  be  sold  to  re¬ 
tailers,  inclusive  of  the  tax  imposed  by 
26  U.S.C.  chapter  52  or  section  7652  but 
exclusive  of  any  State  or  local  taxes  im¬ 
posed  on  cigars  as  a  commodity,  and  be¬ 
fore  any  trade,  cash,  or  other  discounts, 
or  any  promotion,  advertising,  display, 
or  similar  allowances.  Where  the  man¬ 
ufacturer’s  or  imix>rter’s  suggested  de¬ 
livered  price  to  retailers  is  not  adequately 
supported  by  bona  fide  arm’s  length 
sales,  or  where  the  manufacturer  or  im¬ 
porter  has  no  suggested  delivered  price 
to  retailers,  the  whcdesale  price  shall  be 
the  price  for  which  cigars  of  comparable 
retail  price  are  sold  to  retailers  in  the 
ordinary  course  of  trade  as  determined 
by  the  Assistant  Director  (Regulatory 
Enforcement) . 

Zone  operator.  The  person  to  whom 
the  privilege  of  establishing,  operating, 
and  maintaining  a  foreign-trade  zone 
has  been  granted  by  the  Foreign-Trade 
Zones  Board  created  by  the  Act  of 
June  18,  1934,  as  amended. 

2a.  Section  290.67  is  amended  to  pro¬ 
vide  that,  during  the  suspeVision  of  pack¬ 
age  marking  requirements  (see  §§  290.186 
(d)  and  290.253(d)),  tax  liability  on 
large  cigars  must  be  based  on  the  maxi¬ 
mum  tax  rate  of  $20  per  thousand,  unless 
a  lower  rate  can  be  clearly  demonstrated. 
The  existing  material  in  §  290.67  is  re¬ 
designated  as  paragraph  (a),  and  the 
new  provision  is  placed  in  a  new  para¬ 
graph  (b) .  As  amended.  §  290.67  reads 
as  follows: 

§  290.67  Paynunl  of  t»\. 

(a)  *  *  • 

(b)  After  February  1.  1977,  informa¬ 
tion  on  large  cigar  packages  will  not  ade¬ 
quately  evidence  the  amoimt  of  tax  lia¬ 
bility  on  the  contents,  because  of  the  sus¬ 
pension  of  package  notice  requirements 
as  provided  in  §§  290.186(d)  and  290.253 
(d) ,  and  because  packages  Indicating  the 
former  tax  classes  may  continue  to  be 
used  without  alteration.  Consequently, 
the  amoimt  of  tax  liability  shall  be  based 
on  the  maximum  tax  rate  of  $20  per 
thousand  unless  the  person  liable  for 
the  tax  establishes  that  a  lower  tax  rate 
is  applicable. 

2b.  Section  290.143  is  amended  to  re¬ 
place  “taxable  class”  with  “wholesale 
price”  in  relatipn  to  large  cigars,  and  to 
change  terminology  to  reflect  the  estab¬ 
lishment  of  the  Bureau  of  Alcohol,  To¬ 
bacco  and  Firearms.  During  the  suspen¬ 
sion  of  package  marking  requir«nents 
(see  §§  290.186(d)  and  290.253(d) ),  only 


the  total  number  of  all  large  cigai-s  held 
need  be  shown.  As  amended.  5  290.143 
reads  as  follows: 

§  290.1  13  General. 

Every  export  warehouse  proprietor 
shall  make  a  true  and  accurate  inventory 
on  Form  3373  to  the  regional  regulatory 
administrator,  of  the  numbers  of  (a> 
Small  cigars,  (b)  Large  cigars  at  each 
wholesale  price  of  not  more  than  $235,294 
per  thousand,  (c)  Large  cigars  with  a 
wholesale  price  of  more  than  $235,294 
per  thousand,  (d)  Small  cigarettes,  (e) 
Lai'ge  cigarettes,  (f)  Cigarette  papers, 
and  <g>  Cigarette  tubes  held  by  him  at 
the  times  specified  in  tliis  subpart.  Due 
to  tlie  suspension  of  requirements  for 
wholesale  price  to  be  shown  on  packages 
•  see  §5  290.186(d)  and  290.253(d)),  onLv 
the  total  number  of  large  cigars  held 
need  be  shown  on  the  inventory,  until 
notification  is  given  in  tlie  Federal  Reg¬ 
ister.  This  inventory  shall  be  subject  to 
verification  by  an  ATF  ofiBcer.  A  copy  of 
each  inventory  shall  be  retained  by  tlie 
export  warehouse  proprietor  for  2  years 
following  the  close  of  the  calendar  year 
in  which  the  inventory  is  made  and  shall 
be  made  available  for  insr>ection  by  any 
ATP  officer  ui>on  his  request. 

(Sec.  202.  Pub.  L.  85-859.  72  Stat.  1422  (26 
U.S.C.  5721)  ) 

3.  Section  290.181  is  amended  to 
change  “class  designation”  to  “tax  clas¬ 
sification”.  reflecting  the  change  in  tax¬ 
ation  of  large  cigars  now  that  the  tax  is 
based  on  the  wholesale  price  rather  than 
on  the  retail  price  class.  As  amended. 

§  290.181  reads  as  follows: 

§  290.181  Packages. 

All  cigars,  cigarettes,  and  cigarette 
papers  and  tubes  shall,  before  removal, 
be  put  up  by  the  manufacturer  in  pack¬ 
ages  which  shall  bear  the  label  or  notice, 
tax  classification,  and  mark,  as  required 
by  this  subpart. 

(Sec.  202,  Pub.  L.  85  859.  72  Stat.  1422  (26 
U.S.C.  5723).) 

4.  Section  290.186  is  amended  to  in¬ 
clude  requirements  that  packages  of 
large  cigars  show  information  relating  to 
wholesale  price.  However,  appUcation  of 
these  new  requirements  for  large  cigars 
is  suspended  pending  further  notifica¬ 
tion  in  the  Federal  Register.  Other  re¬ 
quirements  of  this  section,  not  related  to 
wholesale  price  markings,  are  effective 
as  of  the  effective  date  of  this  document. 
As  amended  §  290.186  reads  as  follows: 

§  290.186  Tax  classification  for  cigars. 

(a)  General  requirement.  Ehrery  pack¬ 
age  of  cigars  shall,  before  removal  from 
a  factory  under  this  subpart,  have  ade¬ 
quately  imprinted  thereon,  or  on  a  label 
securely  affixed  thereto,  the  designation 
“cigars”,  the  quantity  of  such  product 
contained  therein,  and  the  classification 
of  the  product  for  tax  purposes.  For 
small  cigars  such  classification  shall  be 
ei^er  “small”  or  “little”,  and  for  large 
cigars,  the  wholesale  price  applicable  to 
similar  cigars  removed  for  taxable  pur¬ 
poses  in  the  United  States. 

(b)  Expression  of  wholesale  price.  The 
price  to  be  shown  is  the  wholesale  price 


for  each  Uiousand  cigars,  except  that  for 
cigars  with  a  wholesale  price  of  more 
than  $235,294  per  thousand  the  whole¬ 
sale  price  may  be  either  specifically  ex¬ 
pressed  or  expressed  as  if  it  were  $236 
per  thousand.  Such  price  shall  be  ex¬ 
pressed  either  in  arabic  numerals  or  ac¬ 
cording  to  the  code:  A=l.  B=2,  C=3. 
D::=4.  E=5.  F:=6,  G=7.  H^3,  J=9,  K=0; 
and  in  either  case  shall  be  preceded  by 
the  identifying  letters  “MP”.  If  the 
wholesale  price  is  in  even  dollars  then  no 
decimal  or  cents  information  need  be 
shown.  Thus,  for  a  cigar  with  a  whole¬ 
sale  price  of  $80.00  per  thousand,  the 
wholesale  price  would  be  expressed  as 
“MP80"  or  as  “MPHK”;  for  a  cigar  with 
a  wholesale  price  of  $65.20  per  thousand, 
the  wholesale  price  would  be  expressed 
as  “MP65.20”  or  as  “MPPE.BK”;  and  for 
a  cigar  with  a  wholesale  price  of  $450  per 
thousand,  the  wholesale  price  would  be 
expressed  as  ••MP450  ".  “MPDEK”.  “MP 
236",  or  “MPBCF”. 

(c)  Packages  with  cigars  of  more  than 
one  price.  If  a  ccxnbination  package  in¬ 
cludes  large  cigars  of  more  than  one 
wholesale  price  and  they  are  taxable  on 
the  basis  of  the  individual  wholesale 
prices  of  the  cigars  and  not  on  the  basLs 
of  an  established  wholesale  price  for  the 
combination  package  (see  §  270.22(d)  of 
this  chapter),  the  numbers  of  cigars  at 
each  wholesale  price  and  a  brief  descrip¬ 
tion  of  those  cigars  shall  be  shown  with 
the  applicable  wholesale  price  informa¬ 
tion.  For  example,  if  a  package  contained 
30  Blunts  with  a  wholesale  price  of  $80 
per  thousand  and  20  Panatelas  with  a 
wholesale  price  of  $100  per  thousand,  the 
wholesale  price  would  be  shown  as  “30 
Blunts — MP80.  20  Panatelas — MPlOO”, 
or  “30  Blunts — MPHK,  20  Panatelas — 
MPAKK”. 

(d>  Application  of  wholesale  price 
regulations.  The  application  of  regula¬ 
tions  in  this  section  relating  to  the  im¬ 
printing.  on  packages  of  large  cigars,  of 
information  relating  to  wholesale  price 
is  suspended  until  notification  in  the 
Federal  Register.  This  notification  shall 
be  published  in  the  Federal  Register  not 
less  than  90  days  prior  to  the  date  when 
the  wholesale  price  marking  regulations 
shall  begin  to  apply. 

(Sec.  202,  Pub.  L.  85-859.  72  Stat.  1422  (26 
U.S.C.  5723).) 

5.  Section  290.248  is  ammded  to  re¬ 
place  “class  designation”  with  “tax  clas¬ 
sification”  to  reflect  the  different  taxa- 
ti(m  of  large  cigars  now  that  the  tax  is 
based  on  the  wholesale  price  rather  than 
on  the  retail  price  class.  As  amended. 
S  290.248  reads  as  follows: 

§290.218  Packages. 

Chgars  shall,  before  withdrawal  under 
this  part,  be  put  up  by  the  customs  ware¬ 
house  proprietor  in  packages  which  shall 
bear  the  label  or  notice,  tax  classification, 
and  mark,  as  required  by  this  subpart. 

(Sec.  202.  Pub.  L.  85-859,  72  SUt.  1422  (28 
UAC.  5723).) 

6.  Section  290.253  is  amended  to  in¬ 
clude  requirements  that  packages  of 
Isu'ge  cigars  show  information  relating  to 
wholesale  price.  However,  application  ot 
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these  new  requirements  for  large  cigars 
is  suspended  pending  further  notifica¬ 
tion  in  the  Federal  Register.  Other  re¬ 
quirements  of  this  section,  not  related 
to  wholesale  price  markings,  are  effective 
as  of  the  effective  date  of  this  document, 
.'i.s  amended,  §  290.253  reads  as  follows: 

2')0.253  Tax  €*Ia«»ificalion  for  cigars. 

(a)  General  requirement.  Every  pack¬ 
age  of  cigars  shall,  before  withdrawal 
iroiA  a  customs  warehouse  under  this 
.subpart,  have  adequately  imprinted 
thereon  or  on  a  label  securely  affixed 
thereto  the  designation  “cigars”,  the 
quantity  of  such  product  contained 
herein,  and  the  classification  of  the 
product  for  tax  purposes.  For  small 
cigars,  such  classification  shall  be  either 
“small”  or  “little”,  and  for  large  cigars, 
the  wholesale  price  applicable  to  similar 
cigars  removed  for  taxable  purposes  in 
the  United  States. 

(b)  Expression  of  wholesale  price.^  The 
price  to  be  shown  is  the  wholesale  price 
for  each  thousand  cigars,  except  that  for 
cigars  with  a  wholesale  price  of  more 
than  $235,294  per  thousand  the  whole¬ 
sale  price  may  be  either  specificaUy  ex- 
presi^  or  expressed  as  if  it  were  $236 
per  thousand.  The  price  shall  be  ex¬ 
pressed  either  in  arable  numerals  or  ac¬ 
cording  to  the  code:  A=l,  B=:2,  C=3, 
D=:4,  E=5,  F=i6,  G=7,  H=8,  J=9,  K=0, 
and  in  either  case  shall  be  preceded  by 
the  identifying  letters  “IP”.  If  the  whole¬ 
sale  price  is  in  even  dollars  then  no 
decimal  or  cents  infoiTnation  need  be 
shown.  Thus,  for  a  cigar  with  a  whole¬ 
sale  price  of  $80.00  per  thousand,  the 
wholesale  price  would  be  express^  as 
“IP80”  or  as  “IPHK”;  for  a  cigar  with  a 
wholesale  price  of  $65.20  per  thousand, 
the  wholesale  price  would  be  expressed 
as  “IP65.20”  or  as  “IPFE.BK”;  and  for  a 
cigar  with  a  wholesale  price  of  $450  per 
thousand,  the  wholesale  price  would  be 
expressed  as  “IP450”,  “IPDEK”,  IP236”, 
or  “IPBCF”. 

<c)  Packages  with  cigars  of  more  than 
one  price.  If  a  combination  package  in¬ 
cludes  large  cigars  of  more  than  one 
wholesale  price  and  they  are  taxable  on 
the  basis  of  the  individual  wholesale 
prices  of  the  cigars  and  not  on  the  basis 
of  an  established  wholesale  price  for  the 
combination  package  (see  §  275.39(d)  of 
this  chapter) ,  the  nxunbers  of  cigars  at 
each  wholesale  price  and  a  brief  descrip¬ 
tion  of  those  cigars  shall  be  shown  with 
the  applicable  wholesale  price  informa¬ 
tion.  For  example,  if  a  package  contained 
30  Blimts  with  a  wholesale  price  of  $80 
per  thousand  and  20  Panatelas  with  a 
wholesale  price  of  $100  per  thousand, 
the  wholesale  price  would  be  shown  as 
“30  Blunts— 1P80,  20  Panatelas— IPlOO”, 
or  “30  Blunts — ^IPHK,  20  Panatelas — 
IPAKK”. 

(d)  Application  of  wholesale  price  reg¬ 
ulations.  The  application  of  regulations 
in  this  section  relating  to  the  imprint¬ 
ing,  on  packages  of  large  cigars,  of  in¬ 
formation  relating  to  wholesale  price  is 
suspended  until  notification  in  the  Fed¬ 
eral  Register.  This  notification  sha.li  be 
published  in  the  Federal  Register  not 
less  than  90  days  prior  to  the  date  when 


the  wholesale  price  marking  regulati<Mi.s 
shall  begin  to  apply. 

(Sec.  202,  Pub.  L.  85  869,  72  Stat  1422  (26 
U.S.C.  6723).) 


PART  295 — REMOVAL  OF  CIGARS,  CIGA¬ 
RETTES.  AND  CIGARETTE  PAPERS  AND 

TUBES.  WITHOUT  PAYMENT  OF  TAX. 

FOR  USE  OF  THE  UNITED  STATES 

Par.  D.  The  regulations  in  27  CFR 
Part  295  are  amended  as  follows; 

1.  Section  295.11  is  amended  to  Im¬ 
prove  clarity  and  to  reflect  the  change 
in  taxation  of  large  cigars  and  the  estab¬ 
lishment  of  the  Bureau  of  Alcohol,  To¬ 
bacco  and  Firearms.  Definitions  of  “As¬ 
sistant  Director  (Regulatory  Enforce¬ 
ment)  ”,  “ATF  officer”,  “regional 
regulatory  administrator”  and  “whole¬ 
sale  price”  are  added;  the  definitions  of 
“Commissioner”  and  “regional  com¬ 
missioner”  are  deleted;  the  introductory 
language  is  rephrased;  and  the  defini¬ 
tions  of  “assistant  regional  commis¬ 
sioner”,  “Director”,  “internal  revenue 
officer”,  and  “region”  are  modified.  As 
amended,  §  295.11  reads  as  follows; 

§  29.3.1 1  Meaning  of  ternnt. 

When  used  in  this  part  and  in  forms 
prescribed  under  this  part,  the  follow¬ 
ing  terms  shall  have  the  meanings  given 
in  this  section,  unless  the  context  clearly 
indicates  otherwise.  Words  in  the  plural 
form  shall  include  the  singular,  and  vice 
versa,  and  words  indicating  the  mascu¬ 
line  gender  shall  include  the  feminine. 
The  terms  “includes”  and  “including” 
do  not  exclude  things  not  listed  which 
are  in  the  same  general  class. 

•  *  «  •  4 

Assistant  Director  {Regulatory  En¬ 
forcement).  The  Assistant  Director  for 
regulatory  enforcement  activities  in  the 
Bureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms,  who  is  responsible  to,  and  func¬ 
tions  under  the  direction  and  super¬ 
vision  of,  the  Director. 

Assistant  regional  commissioner.  A 
regional  regulatory  administrator  as  de¬ 
fined  in  this  section. 

ATF  officer.  An  officer  of  the  Bureau 
of  Alcohol,  Tobacco  and  Firearms  (ATF) 
authorized  to  perform  any  function  re¬ 
lating  to  the  aidmhilstration  or  enforce¬ 
ment  of  this  part. 

«  *  <  $  • 

Director.  The  Director,  Bureau  of  Al¬ 
cohol,  Tobacco  and  Firearms.  Washing¬ 
ton,  DC  20226. 

***** 

Internal  revenue  officer.  An  ATF  officer 
as  defined  in  this  section. 

•  ♦  t  • 

Region.  A  geographical  regl<m  of  the 
Bureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms. 

Regional  regulatory  administrator. 
Tlxe  principal  regional  official  responsible 
for  administering  regulations  in  this 
part. 

***** 

Wholesale  price.  The  manufacturer’s 
or  Importer’s  suggested  delivered  price 
at  which  the  cigars  are  to  be  sold  to 


retailers,  inclusive  of  the  tax  imposed 
by  26  U.8.C.  chapter  52  or  section  7652, 
but  exclusive  of  any  State  or  local  taxes 
imposed  on  cigars  as  a  commodity,  and 
before  any  trade,  cash,  or  other  dis¬ 
counts,  or  any  promotion,  advertising, 
display,  or  similar  allowances.  Where  the 
manufacturer’s  or  importer’s  suggested 
delivered  price  to  retailers  is  not  ade¬ 
quately  supported  by  bona  fide  aim’s 
length  sales,  or  where  the  manufacturer 
or  importer  has  no  suggested  delivered 
price  to  retailers,  the  wholesale  price 
shall  be  the  price  for  which  cigars  of 
comparable  retail  price  are  sold  to  re¬ 
tailers  in  the  ordinary  course  of  trade 
as  determined  by  the  Assistant  Director 
(Regulatory  Enforcement). 

2.  Section  295.44  is  amended  to  in¬ 
clude  requimnents  that  packages  of 
large  cigars  show  information  relating 
to  wholesale  price.  However,  application 
of  these  new  requirements  for  large 
cigars  is  suspended  pending  further  no¬ 
tification  in  the  Federal  Register.  Other 
requirements  of  this  section,  not  related 
to  wholesale  price  markings,  are  effec¬ 
tive  as  of  Uie  effective  date  of  this  docu¬ 
ment. 

As  amended  §  295.44  reads  as  follows : 

§  295.44  Notice  for  cigars. 

(a)  General  requirement.  Every  pack¬ 
age  of  cigars  shall,  before  removal  under 
this  part,  have  adequately  imprinted 
thereon,  or  on  a  label  securely  affixed 
thereto,  tlie  designation  “cigars,”  the 
quantity  of  such  product  contained 
therein,  and  the  classification  of  the 
product  for  tax  purposes,  l.e.,  for  small 
cigars,  either  “small”  or  “little”,  and  for 
large  cigars,  the  wholesale  price. 

(b)  Expression  of  wholesale  price.  The 
price  to  be  shown  is  the  wholesale 
price  for  each  thousand  cigars,  ex¬ 
cept  that  for  cigars  with  a  whole¬ 
sale  price  of  more  than  $235,294  per 
thousand  the  wholesale  price  may  be 
either  specifically  expressed  or  ex¬ 
pressed  as  if  it  were  $236  per  thousand. 
Such  price  shall  be  expressed  either  in 
arabic  numerals  or  according  to  the 
code;  A=l,  B=2,  C=3,  D=4,  E=5,  P---6, 
0=7,  H=8,  J=9,  K=0;  and  in  either 
case  shall  be  preened  by  the  identifying 
letters  “MP”,  If  the  wholesale  price  is 
in  even  dollars  then  no  decimal  or  cent.<^ 
information  need  be  shown.  Thus,  for  a 
cigar  with  a  wholesale  price  of  $80.00  per 
thousand,  the  wholesale  price  would  be 
expressed  as  “MP80”  or  as  “MPHK” ;  for 
a  cigar  with  a  wholesale  price  of  $65.20 
per  thousand,  the  wholesale  price  would 
be  expressed  as  “MP65.20”  or  as 
‘•MPFEHK’’;  and  for  a  cigar  with  a 
wholesale  price  of  $450  per  thousand,  the 
wholesale  price  would  be  expressed  as 
either  “MP450”,  “MPDEK”,  “MP236”,  or 
“MPBCF”. 

(c)  Packages  with  cigars  of  more  than 
one  price.  If  a  combination  package  in¬ 
cludes  large  cigars  of  more  than  one 
wholesale  price  and  they  are  taxable 
on  the  basis  of  the  individual  wholesale 
prices  of  the  cigars  and  not  on  the  basis 
of  an  established  wholesale  price  for  the 
combination  package  (see  S  270.22(d) 
of  this  chapter),  the  numbers  of  cigars 
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at  each  wholesale  price  and  a  brief  de¬ 
scription  of  those  cigars  shall  be  shown 
with  the  applicalde  ^olesale  price  in¬ 
formation.  For  example,  if  a  package 
contained  30  Blunts  with  a  wholesale 
price  of  $80  per  thousand  and  20  Pana- 
telas  with  a  wholesale  price  of  $100  per 
thousand,  the  wholesale  price  would  be 
shown  as  “30  Blunts — ^liO*80,  20  Pana- 
telas— MPlOO”,  or  “30  Blunts— MPHK, 
20  Panatelas — MPAKK”. 

(d)  Application  of  voholesale  price 
regulations.  The  application  of  regula¬ 
tions  in  this  secticm  relating  to  the  im¬ 
printing,  on  packages  of  large  cigars,  of 
information  relating  to  wholesale  price 
is  susi>ended  xmtil  notification  in  the 
Federal  Register.  This  notification  shall 
be  published  in  the  Federal  Register  not 
less  than  90  days  prior  to  the  date  when 
the  wholesale  price  marking  regulations 
shall  begin  to  apply. 

(Sec.  202,  Pub.  L.  85-859,  72  Stat.  1422  (26 
U.S.C.  5723).) 

3.  Section  295.51  is  amended  to  change 
“class”  of  large  cigars  to  “wholesale 
price,”  and  to  change  “internal  revenue 
officer”  to  “ATF  officer.”  As  amended, 

§  295.51  reads  as  follows: 

§  295.51  Supporting  record. 

Every  manufacturer  who  removes  ci¬ 
gars,  cigarettes,  and  cigarette  papers  and 
tubes  under  this  i>art  shall,  in  addition 
to  the  records  kept  under  Part  270  of 
this  chapter,  keep  a  supporting  record 
of  such  removals  and  shall  make  appro¬ 
priate  entries  therein  at  the  time  of 
removal.  The  supporting  record  shaU 
show,  with  respect  to  each  removal,  the 
date  of  removal,  the  name  and  address 
of  the  Federal  agency  to  which  shipped 
or  delivered,  the  quantity  and,  with  re¬ 
spect  to  large  cigars,  wholesale  price  for 
tax  purposes.  Appropriate  entries  shall 
also  be  made  in  the  supporting  record 
of  any  cigars,  cigarette,  or  cigarette 
papers  or  tubes  removed  under  this  part 
which  are  returned  to  the  factory.  Where 
the  manufacturer  keeps,  at  the  factory, 
copies  of  invoices  or  other  commercial 
records  containing  the  information  re¬ 
quired  as  to  each  removal,  in  such  man¬ 
ner  that  the  information  may  be  readily 
ascertained  therefrom,  such  c(H>ies  will 
be  considered  the  suiH>orting  record  re¬ 
quired  by  this  section.  The  supporting 
record  shall  be  retained  by  the  manu¬ 
facturer  for  3  years  following  the  close  of 
the  year  covered  therein  and  shall  be 
made  available  for  inspection  by  any 
ATF  officer  upon  his  request. 

(Sec.  2128(C),  Pub.  L.  94-455,  90  Stat.  1921 
(26  U.S.C.  5741).) 


PART  296— MISCELLANEOUS  REGULA¬ 
TIONS  RELATING  TO  CIGARS.  CIGA¬ 
RETTES,  AND  CIGARETTE  PAPERS  AND 
TUBES 

Par.  E.  ITie  regulations  In  27  CFR  Part 
296  are  amended  as  follows: 


1.  Section  296.72  is  amended  to  re¬ 
phrase  the  introductory  language,  to  de¬ 
lete  the  definitiim  of  “CcHiunissioner",  to 
add  definitions  of  “wholesale  price”, 
“region”,  and  “regional  regulatory  ad¬ 
ministrator”,  and  to  modify  the  defini¬ 
tions  of  “assistant  regicmal  commis¬ 
sioner”  and  “Commissioner  of  Customs” 
to  refiect  the  change  in  the  name  of  the 
U.S.  Customs  Service  and  the  establish¬ 
ment  of  the  Bureau  of  Alcohol.  Tobacco 
and  Firearms.  As  amended.  §  296.72  reads 
as  follows : 

§  296.72  Moaning  of  terms. 

When  used  in  this  subpart,  the  follow¬ 
ing  terms  shall  have  the  meanings  given 
in  this  section,  unless  the  context  clearly 
indicates  otherwise.  Words  in  the  plural 
form  shall  include  the  singular,  and  vice 
versa,  and  words  indicating  the  mascu¬ 
line  gender  shall  include  the  feminine. 
The  terms  “includes”  and  “including”  do 
not  exclude  things  not  listed  which  are 
in  the  same  general  class. 

•  *  *  #  * 
Assistant  Director  {Regulatory  En¬ 
forcement).  The  Assistant  Director  for 
regulatory  enforcement  activities  in  the 
Bureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms,  who  is  responsible  to,  and  functions 
under  the  direction  and  supervision  of, 
the  Director,  Bureau  of  Alcohol,  Tobacco 
and  Firearms. 

Assistant  regional  commissioner.  A  re¬ 
gional  regulatory  administrator  as  de¬ 
fined  in  this  section. 

•  •  •  •  * 
Commissioner  of  Customs.  The  Com¬ 
missioner  of  Customs,  U.S.  Customs 
Service,  the  Department  of  the  Treasury, 
Washington,  D.C. 

«  *  *  «  « 

Region.  A  geographical  region  of  the 
Bureau  of  Alcohol,  Tobacco  and  Fire¬ 
arms. 

Regional  regulatory  administrator. 
The  principal  regional  official  responsi¬ 
ble  for  administering  regulations  in  this 
part. 

«  •  *  «  * 

Wholesale  price.  The  manufacturer’s 
or  importer’s  suggested  delivered  price, 
at  which  the  cigars  are  to  be  sold  to  re¬ 
tailers,  inclusive  of  the  tax  imposed  by 
26  U.S.C.  chapter  52  or  section  7652  but 
exclusive  of  any  State  or  local  taxes  im¬ 
posed  on  cigars  as  a  commodity,  and  be¬ 
fore  any  trade,  cash,  or  other  discounts, 
or  any  promotion,  advertising,  disiday,  or 
similar  allowances.  Where  the  manufac¬ 
turer’s  or  importer’s  suggested  delivered 
price  to  retailers  is  not  adequately  sup¬ 
ported  by  bona  fide  arm’s  length  sales, 
or  where  the  manufacturer  or  importer 
has  no  suggested  delivered  price  to  re¬ 
tailers,  the  wholesate  price  shall  be  the 
price  for  which  cigars  of  comparable  re¬ 
tail  price  are  sold  to  retailers  in  the  or- 
dinaiy  course  ctf  trade  as  determined  by 
the  Assistant  Director  (Regulatory  En¬ 
forcement)  . 


2.  Section  296.74  is  amended  to  replace 
“tax  class”  of  large  cigars  with  “whole¬ 
sale  price,”  to  change  the  examples  to 
refiect  the  new  tax  structure  imposed  by 
legislation,  and  to  make  terminology 
changes  to  refiect  the  establishment  of 
the  Bureau  of  AlcohoL  Tobacco  and  Fire¬ 
arms.  As  amended,  §  296.74  reads  as  fol¬ 
lows: 

§  296.74  Exei-ulion  and  filing  of  riaiins. 

Claims  imder  this  subpart  shall  be  ex¬ 
ecuted  on  Internal  Revenue  Service  Form 
843  in  accordance  with  the  applicable  in¬ 
structions  on  the  form,  and  filed  with  the 
regional  regulatory  administrator  of  the 
region  in  which  the  cigars,  cigarettes,  or 
cigarette  papers  or  tubes  were  lost, 
rendered  unmarketable,  or  condemned, 
within  6  months  after  the  date  on  which 
the  President  makes  the  determination 
that  the  disaster  has  occurred.  The  claim 
shall  state  all  the  facts  on  which  the 
claim  is  based,  and  shall  set  forth  the 
numbers  of  small  cigars,  large  cigars 
(itemized  separately  as  to  taxable  whole¬ 
sale  price),  small  cigarettes,  large  ciga¬ 
rettes,  cigarette  papers,  and  cigarette 
tubes,  as  the  case  may  be,  and  the  rate  of 
tax  and  the  amoimt  claimed  with  resp>ect 
to  each  article  set  forth,  substantially  in 
the  form  as  showm  in  the  example  below. 


E-ntinylr 


Quantity 

Article 

Rate  of  tax 

.Amount 

20,000 

Small  cigars . 

$0.75  per 
thousand. 

$15.00 

1,000 

Litrge  cigars — 
Wholesale 
price  $100  per 
thousand. 

8H  pet  of 
wholesale 
price. 

8..V) 

.VMI,  . 

Large  cigars — 
Wholc.salc 
price  $236  per 
thousand. 

$20  per 
thousand. 

10.no 

10,0t«V  . 

Small  cigarettes- 

$4  per 
thousand. 

40.  (« 

5,000 . 

I.rfirge  cigarettes. 

$8.40  per 
thousand. 

42.00 

2,000  s.t< . 

Cigarette 
liapcrs— .V) 
each  set. 

$0,005  per 
set. 

10.00 

1,000  sots _ 

Cigarette  - 
papers — 100 
each  set. 

$0.01  per 
set. 

to.no 

1,000  . 

Cigarette  tubes.. 

$0.01  per  50 
tubes. 

.20 

Total 

1.35. 70 

claimed. 

The  claimant  shall  certify  on  the  claim 
to  the  effect  that  no  amoimt  of  internal 
revenue  tax  or  custtxns  duty  claimed 
therein  has  been  or  will  be  otherwise 
clalified  under  any  other  provision  of  law 
or  regulations. 

Signed:  January  14,  1977, 

Rex  D.  Davis, 

Director. 

Approved:  January  19,  1977. 

John  H.  Harper, 

Acting  Assistant  Secretary 
of  the  Treasury. 

[PR  Doc.77-2407  PUed  1-21-77;  11:07  am] 
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